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Belgium 


FRG's Genscher Arrives in Brussels ‘Unexpectedly’ 
LD0S03173890 Hamburg DPA in German 1635 GMT 
5 Mar 90 


[Text] Brussels (DPA)}—Federal Foreign Minister Hans- 
Dietnch Genscher unexpectedly arrived in Brussels this 
evening to brief his EC colleagues. Observers assume 
that Genscher will be briefing the EC foreign ministers 
on the outcome of his talk with Federal Chancellor 
Helmut Kohli on questions concerning Poland's western 
border. Genscher refused to give any details on arriving 
in Brussels. 


Foreign Minister Urges German Border Assurances 


L.D0203220390 Brussels Domestic Service in French 
1700 GMT 2 Mar 90 


{Excerpts} The border between Poland and Germany, 
the famous Oder-Neisse line, is the subject of practically 
daily polemic. [passage omitted] As for Belgium, it has 
made its point of view known in a discreet way during 
the Ottawa conference. Here is an explanation from 
Foreign Minister Mark Eyskens to journalist Lucien 
Latach. 


[Begin Eyskens recording} The reunification of the two 
Germanys concerns not only the Germans but also the 
other European countnes, and Belgium subscribes to the 
idea that to give a feeling of security to its neighbors and 
also taking into account the consequences of World War 
Il, it «8 important that the Germans rapidly give assur- 
ances and guarantees concerning one border, that is the 
Oder-Nersse line. 


Of course the position of Chancellor Kohli, since he 
adopts a purely legal argument, is (7inapplicabie). His 
country, the Federal Republic, for the moment has no 
common border with Poland. It is rather difficult for him 
to talk on behalf of another country even if it is the 
GDR. So one should wait for the reunification of the two 
Germanys to reach a legally clear situation. But, politi- 
cally, it seems perfectly in order for Chancellor Kohl and 
possibly the leader of the GDR to make statements now 
that should be perfectly straightforward and clear. [end 
recording] 


Report on PRAVDA Interview With Prime Minister 
WA0203 172690 


For reportage on a PRAVDA interview with Belgian 
Prime Minister Wilfried Marions, see the Wes: Europe 
section of the 2 March issue of the Soviet Union DAILY 
REPORT 


BENELUX I 


Netherlands 


* Premier Views German U nity in Positive Light 
QOENO376A Rotterdam NRC HANDELSBLAD 
in Dutch 19 Feb 90 p § 


[Report on comments by Netherlands Prime Miunuster 
R.F.M. Lubbers at a press conference on the occasion of 
a mecting of European Christian Democrats in Pisa, 
Italy, by Marc Leyendekker: “The Netherlands Must 
Take Advantage of Opportunities of Unification’: Lub- 
bers Not Afraid of One Germany”™} 


[Text] Rome, 19 Feb—The Netherlands need not be 
afraid of the economic power of a united Germany, but 
should instead take advantage of the opportunities 
offered by unification. This is what Prime Minister 
Lubbers said Saturday at a top-icvel meeting of Euro- 
pean Christian Democrats in Pisa, Italy 


“I believe that we should be somewhat relaxed about i,” 
Lubbers said in an interview on German unification. 
Together with other Christian Democratic leaders, he 
spent five hours in talks with FRG Chancellor Kohli. 
According to the prime minister there was no reason to 
bring up Netheriands concerns about German unifica- 
tion during the talks 


“We Netherlanders are not very fearful by nature, so we 
should not sit around continually trembling at the pros- 
pect of an admitiedly economically powerful Germany,” 
Lubbers said. “We also know that on the road to Euro- 
pean economic integration there are, besides short-term 
difficulties, also long-term opportunities. | am not 
afraid—and | think that this 1s also true of Netherlands 
trade and indusiry—of a Germany next to us with a 
strongly developing cconomy. Why should we be?” 


At the summit session, which was organized on the 
occasion of a congress of Christian Democratic youth, 
the other Christian Democratic leaders, including Prime 
Minister Andreott: of Italy and Prime Minister Martens 
of Belgium, also appeared to regard a unified Germany 
as an indisputable fact. Lubbers sensed “a positive 
attitude towards the process of German unification” 
among his political kindred spirits 


Kohl was not present at the press conference afterwards, 
but both Andreott: and Lubbers emphasized that a 
unified Germany musi be entrenched in NATO and the 
European Community. The process of unification is “an 
extra reason to move quickly towards a political union,” 
Lubbers said. 


“I believe that it is possible to state now that it is 
gradually becoming a fact that Germany will remain in 
NATO.” The Netherlands prime minister also said that 
the border of the alliance must remain as it 1s now, and 
that “special agreements” must be reached for the area 
that is currently the GDR 


After the mecting last weck in Ottawa, a number of 
European countries, including the Netherlands and Italy, 
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reacted with irmtation when it was announced that the 
four alixes from the Second World War alone will nego- 
tiate with the FRG and the GDR on the consequences of 
unification, the so-~<alled two-pius-four process. On this 
issue, Lubbers said that no one has been presented with 
a fait accompli. Kohl had emphasized that developments 
are moving especially fast for Germans as well. 


The problem brought up continually by the Poles in 
particular, that of recognition of the Oder-Neisse border 
between Poland and the GDR, is “actually no problem,” 
the prime minister said. Thus far, Kohl has refused to 
explicitly recognize this border. Lubbers: “Every tume ut 
appears once again that everyone accepts the de facto 
borders as they now cxist (...), but that the formal, 
definitive establishment of theia must find expression in 
talks between the countnes affected, and I also think that 
this will come up in the ‘two-plus-four’ talks. In terms of 
content, there 1s, | think, no difference of opimon.” 


The feeling among the European Christian Democrats 
appears to be that there are more msks associated with 
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isolating Germany through a lack of enthusiasm by 
others for German unification than there are with unifi- 
cation itself. “There ts a danger that Germany will 
become too absorbed with its own problems,” said Theo 
Kralt, the new foreign secretary of the CDA [Christian 
Democratic Appeal]. “Unification is a fact, and we do 
not want to leave the impression thal we are against i,” 
said Kralt. “We want to take positive advantage of 
German integration. There are dangers, bul they are 
easily resolved if German unification simply continues 
to mesh with European integration in the EC context.” 


History ts moving quickly, and everyone 1s doing his best 
to keep up. For this reason, the European Christian 
Democrats in Pisa decided to set up special working 
groups to supervise German unification. As Lubbers said 
to the Christian Democratic youth in Pisa: The Christian 
Democrats played a main role im the reconstruction of 
Europe after 1945, and in these histormc months of new 
opportunities for Europe as a whole, we as Christian 
Democrats must see to it that we make an important 
contnbution. 
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Kohl Affirms Polish Right Te Secure Borders 


L.D0603193890 Hamburg DPA in German 1845 GMT 
6 Mar 9 


[Text] Magdeburg (DPA}—Helmut Kohl, Federal chan- 
cellor and Christian Democratic Union head, affirmed 
in Magdeburg, in front of almost 30,000 GDR citizens, 
the right of the Poles to secure borders. “We want the 
Poles to live in secured borders,” Kochi! said tonight at an 
election rally of the “Alliance for Germany.” He was 
taking senously the concerns and anxieties abroad con- 
cerning a reunified Germany. But there will not be a 
“Fourth Reich,” Kohl assured. The process toward 
German unity 1s not solely a matter for the Germans. It 
will only take place under a European roof. 


Numerous listeners with biack-red-goid flags came to the 
Magdeburg Cathedral Square, ever though the weather 
was stormy, wet, and cold. The Federal chancellor's 
speech was accompanied, following an enthusiastic 
reception, again and again by cries of “Helmut, Hel- 
mut”. Several hundred counterdemonstrators attempted 
to disrupt the event with whistles at. d some threw eggs. 


The chairmen of the three alliance parties, Wolfgang 
Schnur (Democratic Awakening), Hans-Wilhelm Ebeling 
(German Social Union), and Lothar de Maiziere (cast- 
Christian Democratic Union), spoke with emphasis in 
favor of a rapid introduction of the social market 
economy in the GDR. Only in this way can the possibile 
social problems in the GDR be solved. Kohl gave the 
assurance that the Federal Republic is prepared to give 
initial financial aid for the alignment of the pensions 
system. There will, for example, also be, in the words of 
the chancellor, “starting finance” for retraining mea- 
sures for the unemployed. Kohl said that when the 
monetary union 1s introduced, the social obligation 
toward GDR citizens regarding savings will be suitably 
taken into account. 


Coalition Clears Up Controversy 


1.D0603125190 Hamburg DPA in German 1144 GMT 
6 Mar %) 


[Excerpts] The leaders of the Bonn coalition parties 
Christian Democratic Union (CDU], Christian Social 
Union [CSU], and Free Democratic Party [FDP] have in 
their own assessment cleared up their controversy about 
the Polish border. [passage omitted] 


After the discussion at the chancellery which lasted 
about three and a half hours, Chancellery Minister 
Rudolf Seiters (CDU) and the CSK regional group 
Chairman Wolfgang Boetsch (CDU/CSU) and the FDP 
group business manager Torsten Woflgramm announced 
that the irritations and discussions of the past few days 
have thus been removed. CDU General Secretary Volker 
Ruche said that a “very clear debate” took place which 
was not just diplomatic. However, faced with the historic 
challenges, the coalition was aware of its great responsi- 
bility. [passage omitted] 
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Seiters on Opposition Doubts 
LD0603 142290 Hamburg DPA in German 1319 GMT 
6 Mar 90 


[Text] Bonn (DFA)}—In the wake of the government 
coalition agreement on the border question, Chancellor 
Minister Rudolf Seiters (CDU) [Christian Democratic 
Union] has called upon the Social Democratic Party 
opposition to refrain from casting doubts on the Federal 
Government's position on the permanence of the Polish 
western border. 


In an interview with DPA, Seiters aimitied in Bonn 
today that “many artificial and damaging contradic- 
tions” had developed within the coalition in the past, but 
these are now removed, and the coalition 1s strength- 
ened. 


Press on Linking to Conditions 


AU0603 114590 Cologne Deutschiandfunk Network 
in German 0605 GMT 6 Mar 90 


[From the press review] 


[Text] The focal point of the commentanes on the 
Oder-Neisse line today ts the advance by Chancellor 
Kohl, who wants to link the recognition of the western 
Polish border with vanious conditions. 


SUEDDEUTSCHE ZEITUNG asks: Just who was it 
that advised Helmut Kohl to cloud the issue of the 
overdue retreat from the Oder-Neisse border with the 
demand that Poland renounce the payment of repara- 
tions, an action which has now interlaced the question of 
reparations, which has long been solved, with the 
unsolved question of compensation for forced laborers” 
No chancellor in Bonn has ever made so many misiakes. 
The already sensitive neighbors in the East and in the 
West must increasingly gain the impression that, despite 
all the reassurances, the Germans with Kohl are blun- 
dering into a completely unpredictable situation. The 
foreign policy damage will become clear when Paris and 
Washington start to support Polish Premier Mazowiecki. 
This was SUEDDEUTSCHE ZEITUNG. 


In conclusion, we have the opinion of WESTDEUT- 
SCHE ALLGEMEINE ZEITUNG in Essen: If the two 
German states come together to form a new power in the 
center of Europe, they will need good frends who 
support this process benevolently. Whoever enrages the 
neighbors and the world against Germany harms the 
German cause. One wonders what made Kohl burden 
the recognition of the Oder-Neisse border, which is 
unavoidable, with the demand for Polish concessions. 
However, it is more important to look for a way out than 
to look for the motives. This way out must be found, 
because the process of unification cannot be stopped. nor 
must it be maneuvered into the dead end of C rman solo 
actions. Trust must be reestablished as soon as possibic, 
because otherwise the conference of the two German 
states with the four victorious powers and also the 
embedding of German unity in the CSCE process would 
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be doomed to failure. This was the commentary of 
WESTDEUTSCHE ALLGEMEINE ZEITUNG. 


Stoltenberg on Withdrawing U.S. Chemical Weapons 
AU0703 103990 Hamiure DPA in German 1002 GMT 
7? Mar 90 


[Excerpt] Bonn—On the morning of 7 March Defense 
Minister Gerhard Stoltenberg, of the Christian Demo- 
cratic Union, briefed the members of the Defense Com- 
mittee on the forthcoming compicte withdrawal of US. 
chemical weapons stored on FRG territory. Also present 
at the meeting were officers from the headquarters of the 
U.S. Ground Forces in Europe. At midday Stoltenberg 
will release further details to the press. [passage omitted] 


FRG Christian Democrat Geissler Talks at Rally 


LDO0S03220690 East Berlin ADN International Service 
in German 2111 GMT 5 Mar 90 


[Excerpt] Schwerin (ADN)}—Alt an clection rally of the 
Alliance for Germany in Schwerin this evening, Dr. 
Heiner Geissler, deputy chairman of the FRG Christian 
Democratic Union [CDU] spoke in support of the social 
system of the FRG, proven and internationally recog- 
nized over four decades. To applause from some 1,000 
Participants at the traditional rallying point “Alter Gar- 
ten—For Good Hope,” the visitor enumerated the 
advantages of the FRG social system. He placed the 
FRG within the European Community as the “country 
with the highest salaries, the shortest working hours, the 
longest holidays, a cast-iron currency, stable prices and a 
highly developed pension scheme.” He also referred to 
the introduction of worker participation to freely elected 
enterprise councils, family and child benefits. and the 
dynamic pension increases. 


“Over the pest 40 years, the Christian Democrats have 
built up an economic and social order for our workers 
which the communists and socialists throughout the 
world would do well to emulate,” the speaker empha- 
sized, to applause from those present. 


He directed sharp attacks against the “state planning and 
the mismanagement in the GDR.” The people in the 
GDR had for 40 years been blackmailed and humihated 
by the communists. [passage omitted] 


Industrial Group Condemns GDR Trade Union Law 


LD0603214390 Hamburg DPA in German 1549 GMT 
6 Mar 90 


[Text] Berlin (DPA)}—The Federal Association of 
German Industry (BDI) has criticized the trade union 
law as “a first class obstacle to investment™. The eco- 
nomic laws presented to the People’s Chamber will have 
“a deterrent effect on potential investors,” a statement 
from the association says. The model for economic laws 
is still determined to a large extent by thinking connected 
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with a planned cconomy. The urgently required intro- 
duction of the social market cconomy will not be safe- 
guarded by this. 


* US., FRG Seen as Rivals for Scarce Capital 


9OEN0363A Munich SUEDDEUTSCHE ZEITUNG 
in German 14 Feb 90 p 27 


[Article by Winfned Muenster: “Ronald Reagan Sends 
Cordial Greetings; Currency Union Is Presenting a 
Battle for Capital Markets™] 


[Text] Amenca and Germany will soon compete for 
capital. Former U.S. President Ronald Reagan has 
already demonstrated to the Federal Republic how vt can 
finance the build-up of the GDR. He had the massive 
hole that tax reductions caused in the federal budget 
financed with capital imports while simultancously 
inflating the defense budget. European and Japanese 
investments in the United States did, in fact, prope! the 
dollar upwards. And they didn’t even have to be enticed 
by increasing interest. Enough capital was evailabie. 


Interest Will Increase 


If a German domestic currency union that will force 
initial transfers of at least DMI100 billion annually 
according to estimates by financial experts of the EC 
Commission (this is equal to 4-5 percent of the West 
German gross domestic product) docs come about, 
world market capital will be in short supply nonctheless 
because Germany and the assisting EC will be competing 
with the Amencans who must continue to offset their 
budget deficit with credit. Thus, it can be foreseen that 
interest rates in Europe will increase im contrast to 
America at that time. Deutsche mark interest rates are 
already clearly above the costs for dollars because 
Europe—in contrast to the United States—is still in a 
boom. In America of the 1980's, the fear of crowding 
out—outbidding capital markets—proved to be 
unfounded. Now, however, it is justified, primarily 
among EC partners. How are Europe's soft currency 
countnes still suppowed to obtain capital, when invest- 
ments :n hard currency Deutsche marks promise profits 
like never before? 


Will the Deutsche mark still remain strong? For the 
experts in Brussels, the interest boost even brings about 
“a consequently strong appreciation with the picasant 
economic policy effect that the balance of payments 
surplus (including invisible trade) would be formatively 
reduced by more than DM100 billion.” 


The German export economy would lose foreign markets 
and would have to reonent itself to investments in the 
GDR. Orders from the GDR would then no longer 
encounter overflowing order books. Thus, money could 
be kept stable in conjunction with the price restraining 
effect of the appreciation. However, this process would 
have to transpire like clockwork if the danger of inflation 
is supposed to be contained. The assumption that the 
German industry would besiege such a policy is more 








FBIS- WEL -90-645 
7 March 1999 


probable, because ii Coes not want to sacrifice the 
markets built up in 40 years. If « prevails, the boom will 
expand to a super boom—with prce stimulation. 


The turopean Monetary System as a Barometer 


Likewtse, the opimion can be heard in Brussels that one 
should be happy if the Deutsche mark can be kept stabie. 
Fear of inflation could even cause 1 to be weak contrary 
to the fundamentals. The French especially have hopes 
of this, and they hope that the Germans will then 
participate all the more willingly im the European eco- 
nomic and currency union. If, conversely, the Deutsche 
mark swerves upwards as here defined, then German 
economic policy could assumedly not be synchronized 
with its partners for an cxtended tume. The union would 
be thwarted. Exchange rate stability in EWS, the Euro- 
pean Monctary System, 1s considered the barometer for 
whether the tome is already mpe for the economic and 
currency union of the EC. Many member countnes— 
particularly France—went out on a limb for this stability 
im recent years. Now, France must fret that the German 
domestic currency umon made the effort for nothing. 


Analysts in Brussels are neatly working out the conflict 
between the presumably inescapable policy decisions 
and the desirable decisions about the German-German 
currency union im their paradigms for the German 
domestic currency umion. The politically inevitably nec- 
essary exchange rate of |:! between the Eastern and 
Western mark will, in fact, fulfill the income require- 
ment expectations of GDR citizens, but not the produc- 
tivity differences between both German states. The 
result is usemployment in the GDR because many 
companies will not be able to be supported. However, a 
conversion ratio of 2:1 adapted to the productivity 
differences forces high direct income assistance, specifi- 
cally DM600_00 monthly per employee, if his wage is to 
be oncreased to an average of 70 percent of the average 
«eee of bus West German counterpart. Brussels calcula- 
ti are based on the assumption that the required 
reduction of consumer subsidies wall increase price levels 
in the GDR by one-third, and this price reform will 
consequently depreciate savings accordingly. 


Bright Idea 


However, according to the experts, the best solution 
looks quite different. Two currencies with a halfway 
flexible exchange rate would solve many problems 
because the exchange rate coud be used as a buffer zone. 
The idea is splendid: The Bundesbank issucs West as 
well as East German marks, specifically at an exchange 
rate that means undervaluation of the East German 
mark. In light of the cconomic outlook of the GDR, it 
would, then, become an object of appreciation specula- 
tion that also profits step by step. The end result would 
be the unification of both Frankfurt currencies. 


But if the GDR is not deserted then..A banner in 
Monday's demonstration in Leipzig read “If the West 
German mark comes, we'll stay. If it doesn't come, we'll 


go ton.” 
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* Dresdner Bank Lays Out Post-Conversion Role 


* CEO on Prospects, Risks 
WENO3334 Hamburg DER SPIEGEL in German 
2 Feb 90 pp 30-32 


[Imervicw With Wolfgang Rociler, CEO of Dresdner 
Bank, by SPIEGEL staffers Walter Knips and Rudolf 
Kahien at Davos, date not given: “People Want Clarity”] 


[Text] [SPIEGEL} Mr. Roclicr, a few weeks ago almost 
all experts agreed that the GDR cconomy must first be 
restructured and sanitized before there can be a firm link 
between the East German mark [mark] and the Deutsche 
mark [DM]. But now a currency umion 1s supposed to be 
established quickly. Can such a heave-ho procedure 
succeed” 

[Roclier] The time sequence that you described is 
ertirely correct. At first 1 was only discussed whether a 
currency reform was necessary for the mark; then sug- 
gestions were made about a parailel currency, finally one 
concentrated on the question of a firm rate of exchange 
between the mark and the DM. Now the Federal Gov- 
ernment has decided to propose negotiations about a 
currency union. This initiates the hardest and most 
ambitious approach relating to the reform process in the 
GDR. I see this as a logical decision, for quite obviously 
there 1s not enough time to proceed cautiously one step 
at a time. People are apparently no longer willing to 
accept a monctary two<lass society. A time bomb is 
ticking in the GDR, a political time bomb... 


[SPIEGEL] ... which will go off if nothing happens soon 
with regard to the economy. 

[Roeller] Right, people must be able to have confidence 
that economic conditions will soon improve in their 
homeland. And I see the offer of a currency union as the 
best way to build confidence which can be offered at this 
time. The people in the GDR have actually forced the 
currency umon,; and | am sure that it will take place 


[SPIEGEL] Aren't GDR citizen deluding themselves, if 
they believe that the introduction of the DM would 
quickly lead to prosperity” 

[Koeller] | don’t think that people have such illusions. 
From comments and questions from the other side, and 
also from my own conversations, | do not get the 
impression that citizens harbor completely unrealistic 
expectations. More than anything, people want to know 
what their currency 1s really worth in relation to the DM 
One has to understand that this knowledge 15 the basis on 
which people plan their lives and make their caicula- 
tons. 

[SPIEGEL] On the other hand, fear is spreading among 
citizens of the Federal Republic that their government is 
engaging in an adventurous monetary policy. Can the 
DM, as a symbol of success and stability, suffer as a 
result’ 

[Roeller}] | don't think that one should dramatize the 
situation, however, a completely honest assessment is 
called for because the currency union cannot be had for 
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nothing. Regardiess whether 11 1s currency union of some 
other monctary policy decissons—I personally think that 
a firm rate of exchange would have been a good intenm 
solunor—the Federal Republic musi. m any case, 


cxipend appropnaic amounts 


[SPIEGEL] An equalization of the financia!) burden for 
the weaker castern sector of the unified currency region 
or some other kind of adjustments’ 

[Rocller] Yes, without some protection by the Federal 
Republic it won't work. There well have to be a compre- 
hensive cqualization of the financial burden for the 
GDR 


[SPIEGEL] But ot 1s just that which makes some citizens 
of the Federal Republic feel uncasy. Since a plan for the 
currency umon has been announced, prices for federal 
bond issues have dropped sharply. because invesio’s ask 
themscives how the federal budget will be able to cope 
with additional financial burdens 

[Roeller] lt is perfectly natural for people ta worry about 
the financial consequences of a currency umion. How- 
ever, there is no reason to lose confidence im our own 
currency. For rt ss rust the case of a currency union which 
would let our Bundesbank make monctary policy. And 
that means continuation of a stability-onented policy 
albent, under more difficult carcumstances 


[SPIEGEL] At what rate should the GDR mark be 
converted when currency umon takes place’ 

‘Roclicr}] That is by far the most difficult decision. To 
give a sound answer to your question one would have to 
know more about the GDR economy. | do not, therefore, 
want to speculate about possible exchange rates. Polits- 
cians who are asked do not answer this question either 
However, Dresden’s Mayor Berghofer, with whom | 
spoke a few days ago in Davos, gave the most direct 
answer. He mentioned a rate of 4:1 to follow a rate of 1:1 
for a basic amount 


[SPIEGEL] Is that realistic? How did Berghofer arrive at 
this ratio” 

[Rociler] There 1s no single objective exchange rate 
There must surely be a different basis for savings 
accounts and pension claims than for routine business 
transactions 


[SPIEGEL] In the final analyses the rate will still be a 
politecal decision. Isn't there a danger thai a too gencrous 
initial allowance of DM's would lead to inflationary 
pressures’ 

[Rociler] | trust that caperts wall be able to determine an 
appropriate course. This requires a careful and com- 
pictely honest assessment of the entire East German 
economy. Pensioners would, in any case. require special 
treatment—cither by a preferential rate of exchange or 
by readjustment of their pension claims or by public 
financial aid 


[SPIEGEL] A large income gap will remain beiween East 
and West. Is a currency umion really an adequate means 
of stopping the stream of ummugrants’ 
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|Roctier] You are now addressing a central wssuc. Even 
with a uniform currency, prosperity gaps will naturally 
remam for a long ume. A worker im Dresden, for 
mstance, will have to be satisfied for a while with 
significantly less than hrs Counterpart in Essen 


[SPIEGEL] Since the Dresden enterprise, because of is 
lower productivity, could otherwise not compete with 
the Essen enterprise” 

[Roclier] Correct. Because of the different coonomuc 
Structure and productivity of the enterprises, the peopic 
im the GDR will have to contunuc for a while to live with 
a prosperity gap. Bul one should note that the process of 
imtegration will also affect trends and wage policies in the 
Federal Republic 


[SPIEGEL] Is a that wages will not mse as much in the 
West because competition from lower-paind GDR 
workers acts as a brake’ 

[Roclicr] Which ever way you sce i—solidarity 6 m 
demand 


(SPIEGEL) Despiie lower wages, many GDR enterprises 
will no longer be competitive om an economically umified 
Germany. Who, for instance, would want a Trai [Tra- 
bant] if he can gct a used VW. Fiat, or Toyota” 

[Rocller} A number of GDR enterprises would definitely 
ecxapernence serous difficultees. There may be—and this, 
too, becomes part of an honest assessment—partial 
unemployment in the GDR. But ict us not forget the 
many efficsent and competitive enterprises, such as the 
electronic combine Robotron. for caampie. By engaging 
im pont business activities with strong and competitive 
West German firms, GDR enterprises can ect ahead 
much faster. Jount enterprises are a good and quick way 
for transferring capital and know-how. Morcover, | am 
convinced that under appropnate conditions the middie 
class in the GDR will capenence highly dynamic growth 


These days one can see on television a vegetable mer- 
chant on the GDR who already practices currency union 
He «s very successfully selling tropical fruit for DM's 
Also, on the long run, it 1s lukely that labor will be in short 
supply after the cxpected upturn 


[SPIEGEL] Does « make sense to create a uniform 
currency system even before there are private commer- 
cial banks om the other part of Germany’ 

{Rociier] One thing is sure, a uniform currency region 
with private banks 1s the best prerequisite for a compre- 
hensive transfer of capital Moreover, the Bundesbank 
can prevent the previous practice of printing banknotes 
when moncy is in short supply. To channel a large 
volume of moncy through the Bundesbank will surely be 
difficult as long as there 1s no well-functioning banking 
system m the GDR. However, we are acting on the 
assumption that the introduction of an cconomic and 
currency union wil! also create the foundation for the 
rapid establishment of a banking system 


ISPIEGts«; During the opening ceremony of your first 
agency um the GDR in Dresden, the seat of your old 
headquarters, you said that you could mmagine that your 
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firm could already do business im the GDR during thes 
year. That ts even more likely now 
[Rociier] The wesson of that day ts becomung reality. I fe! 
confident that such a development will soon begin sonce 
private banks om the banking reform process—nexi to 
savings and loan associations and cooperatiwes— will 
also play an umportant role in coonomuec success. 


[SPIEGEL] The mtroduction of the DM into the GDR 
will surcly speed up the entry of West German banks imo 
the new buseness termiory of the GDR. 

[Rociicr] The market cconomy approach—in my 
opimon the only promising alternative for the GDR— 
includes the reform of the ban*ing system and thus the 
opening of the market to West German as well as 
international banks. And. of course, we from the Dres- 
dner Bank want to participate. Theis 1s where everything 
started for us at one time 


[SPIEGEL] One can only reform something that already 
exists, but the GDR has no banks mm the classical sense 
{Rociler] The banks which aiready exrst in the GDR have 
in fact entirely different functions. They only belp m 
collecting savings and passing them on to the state bank 
which then distributes funds to the combines in accor- 
dance with the plan. The economic reform will change 
that. We would then like to open branches in several 
cies to accept depesuts from chents as soon as possibic. 
After all, we do not only want to give credit to businesses 
there, but we also want to provide people with a good 
and safe investment opportunity for their hard-carned 


savings 


[SPIEGEL] How quickly cou'd you establish a network 
of 50 to 100 brar.ches in the C.DR after private banks are 
hoensed” 

[Roclier] | cannot give you a timetable for that. 


[SPIEGEL] You probably already have plans im the 
drawer” 

{Roeller} Of course. The fact that we will now open 
offices in Rostock, Karl-Marx-Stadt, Magdeburg. and 
Erfurt, in addition © those in East Berlin, Dresden and 
Leipzig, indicates that we have definite idcas about our 
future regional centers in the GDR. To open a branch, 
which will display the name “Dresdner Bank,” requires. 
aside from a dorniciic, also efficent equipment—such as 
computers and matching telephone lines and, most 
important, qualified professional personne! All thr: is a 
real challenge for us. 


[SPIEGEL] According to Bonn’s plans the GDR state 
bank will become a branch of the Bundesbank and all 
tax, social, trade and other economic laws of the GDR 
will be adjusted to the regulations of the Federal 
Republic. Does this not constitute a capitulation on the 
part of the GDR” 

[Roeller] It 1s certainly good that there are caperts who 
already analyze these matters. The same thing 1s hap- 
pening in the GDR. where people are thinking about tax 
adjustment problems, for example. Even the stock and 
incorporation law from pre-socialist days 1s still valid 
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there. Morcover, micgration 1 not caprtulation. And 
once there are faar DM prices im the GDR. the “sold out™ 
syndrome will also disappear. 


(SPIEGEL) The Federal Government and the Bundes- 
bank have preached to other EC-member statics aga 
and again that a European currency union could only be 
che final step mm a jong process of integration. Does the 
Federal Government not lose credibility m the EC df an 
rushes into a umron with the GDR’ 

[Roclier] There probably will be EC partners who will 
accuse the Federal Government of pumping over several 
phases in the process of reaching an agreement with the 
GDR and who will also ask why this could not be done 
on Europe’ Such vores were soon beard. Mr. Delors has 
already sand something to this effect, with the necessary 
restraint, of course. that hrs position as president of the 
EC Commission calls for 


[SPIEGEL] The French, Italians, and Spaniards will now 
apply pressure with the motto: You can no longer 
restrain us, after all, you have shown us how quickly 
something can happen if only one has the necessary 
poliiical will 

[Rociler] That 1s to be expected. | can also understand 1. 
if some of our European partners will argue thes way 
That is part of the business of politics. However, onc 
should im this Context port out thal a currency union 
within Germany 1s really not comparable to a currency 
umon within the European Community. In the planned 
currency umon within Germany. the Bundesbank will 
have the sovereign authority and independence to pro- 
vide for stable monetary condmions within the entire 
territory of the [common] currency. That 1s surely quite 
different from a situation in which the Bundesbank 
surrenders its independence to some European central 
bank 


[SPIEGEL] Mr. Roeller, we thank you for thes interview 


* Dresdner Chief Profiled 


WENO333B Hambure DIE ZEIT in German 
9Feh Wp ii 


[Profile by Nina Grunenberg: “The Train to Dresden”) 


[Text] Wolfang Roeller 1s not apt to make confessions. 
To show emotions is not his way. Even betletristic flights 
of fancy—engaged in by successful bankers when busi- 
ness 1s NO »ONger “everything”—are alien to hes nature. 
For five years he has been the spokesman, its chief, for 
the Dresdner Bank, the second-largest German financial 
institution. Measured by its balance-sheet total, the 
“Dresdner” occupied 26th place in AMERICAN 
BANKER's publisticd list of the 500 mostamportant 
banks in the world He has remained a financier from 
head to foot, 1s totally realistic and distrustful to the core. 
His angular face with the small cyes, which may narrow 
to slits, 1s as inscrutable as the physiognomy of a Chinese 
mandann 
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his life But aow he feels that these biessings of the past 
may yet be transcended. 


“lam now 60 years old.” he says. “Al my age one thin’. 
about closing the books. I have, after all, apenenced an 


FE 


became porous, as a member of Chancellor Kohl's 
gation in Warsaw. The pictures, which flickered 
him oa the TV screen in the breakfast room of 

“tugged at hes heartstrings.” as he noted to 
surprise. Notheng heiped, he had to “suppress a 
tears.” and was subsequently obsessed by 


5 
Tt 


else 
Nobody did. Tuesday of last week, a long train journey 
brought the Dresdner Bank chief and members of the 
board with their wives from Frankfurt/Main to Dresden 
to establish, 45 years after the end of the war, an agency 
im the city im which the bank was founded (in 1872). 
During the trip there was much time for historical 
reflecnon. For Rocller—whose Saxon speech became 
progressively more pronous< ed the closer he came to his 
hometand (he grew up in Halle}—the tnp to Dresden. by 
way of Eisenach, Gotha, Erfurt, Nawmburg, and Leipzig. 
was & journey into the past of winch he savored every 
kilometer (the trip lasted eight hours). a 
duly acknowledged to his colleagues durnng a board 
meeting im the conference car attached to the trai 
During the trip the old scenes of the Dresdner Bank 
activities now flashed before the banker's cyes. With the 
division of Germany the bank had lost 70 percent of its 


the Deutsche Bank to the same extent. 


“The Dresdner Bank has never lost sight of its past.” 
With these words Rocller next day imitiated a press 
conference in the new five-star “Dresdner Hof” hotel, 


was, over the years, at times considered to be a handicap 
In 1972, when the bank celebrated its 100-year anniver- 
sary—and Juergen Ponto was the head of the firm—the 
board still debated whether the bank should change its 
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name. For dom business with the East. whech then 
slowly revived for the banks. the eume appeared to be a 
politcal handicap It was already comsidered a Gisadvan- 
tage that im competsbon the very name of the Deutsche 
Bank allowed um tw identify sisclf, ready and with 
dignity, with the German nation. Thew name. on the 
other hand, only reminded of 2 lost cause 


“Then,” Rociler reminisces, “we were torn, but finally 
we told ourscives: “Lets make a teu” “re requested 
permisson to open a branch m Mow: emer the 
‘Dresdner’ aame. We did not, of cour: Ava Ott 
motive to anybody bul thal was the reason for “wr « arly 
representation mm Moscow. If we had been told that we 
would have to change our image before being allowed to 
hang our shingle. we would have understood But every- 
thing went smoothly, nobody objected. Afier that we 
decded: “We will never give up this beautiful name. 


The guests which landed in Dresden-Kiotsche im two 
charter flights to celebrate the occasion included—auide 
from the chiefs of the “fnendly” concerns—the Dree 
dner Bank managemem down to the branch managrns 
and one of their trainees. Al two in the morning the coref 
still made himself available to the latter. He bet homoelf 
become involved in a discussion with the new generation 
about German-German currency problems. Happy with 
himself and the world, he remarked next morning that 
“nt should be a strong motivation for them to see how the 
chief buocks himself out” and “the human product ve 
factor must be sct in motion.” And what m-“~es the 
chief? In one word: Dresden 


Wolfgang Roclier 1s not alone these days in his preoceu- 
pation with the “Dresden synthesis of the arts.” Hans 
Olaf Henkel, chief of IBM Deutschland, has also 
dreames already about organizing Dresden 's reconstruc- 
tion. To a number of chiefs Dresden 1s the quintessence 
of all challenges against which they can measure their 
strength one more time However. to Roeller it 1s also a 
symbol of the promises that he feels his bank can fulfill 
He 1s not bothered by the fact that the competition rs not 
resting either. “If 1 were 40 years young,” he also dreams, 
“] would saddle my horse and nde to Dresden.” 


He almost envies the young people in his firm who can 
apply for positions in GDR offices, not only in Dresden, 
East Berlin, and Leiprig, but soon also in Karl-Mars 
Stadt, Magdeburg. and Rostock. There have been so 
many requests ‘hat a system of rotation had to be 
organized in the interum. Everybody 1s supposed to get a 
chance. “There is, after all, nothing to surmount im the 
GDR.” Roelier comments with an optimism that must 
sound unreal to the residents of Dresden, “not the 
culture, nor the language, nor the mentality.” 


Bui what about the bankruptcy of the system’ lh the 
credo of market economy ‘ollows hi..1, the chief of the 
“Dresdner™ will not be deterred by this debacle. There 
are enough specialists to handie such cases. On the other 
hand, he can only hope that the people in East Berlin will 
soon articulate an unequivocal declaration about the 
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incumbent on them to be the interpreters of the interre- 
lauionships of the entire national economy. 


Wolfgang Roeller, by contrast, remained a capital 
market expert who lacked the desire to blow his own 
horn. X-ray vision of the dollar, interest rates, and 
currency was all he needed to familiarize himself with 
the fundamentals of pclitical business. On the other 
hand, Roeller was too taciturn to talk in general terms 
about the bank as “a stage that reflects eternal happen- 
ings” (Wilhelm F. Christians). 


“He is being offered below market value and has been 
accepted by the med’ « at less than market value,” says of 
2 noble frend of his. Since Herrhausen’s death the public 
is beginning to view him differently. Roelier knows this 
but still remains indifferent. He has made his own luck. 
Is Dresden the magic word? 


However, he will still not be deterred from soberly 
analyzing what needs to be done. Slightly sussicious, as 
if he were dealing with a speculator who wants to leave 
with his winnings, he bid me good-bye in Dresden: “You 
have inserted 10 marks and I have given change for 100 
marks. What will you do with it?” 


* Auto Makers Prepare To Enter GDR Market 


* Problems Noted 
QENO289A Munich SUEDDEUTSCHE ZEITUNG 
in German 30 Jan 90 p 26 


[Article by Andreas Oldag: “On a Rocky Road to the 
GDR”) 


{[Text] Munich, 28 Jan—The West German auto 
industry is in the starting blocks, ready to develop the 
market in the GDR. Of prime importance is the estab- 
lishment of a service and dealership network. But plans 
are also being hammered out in board rooms for manu- 
facturing there. To be sure, skepticism still prevails at 
Bavarian Motor Works (BMW) AG. The general legal 
business conditions are not yet adequate. BMW Board 
Chairman Eberhard von Kuenheim aiivises against put- 
ting money into sick VEB (East German state) enter- 
prises. 

Louis R. Hughes is regarded as a man of quick decisions. 
Thus, as far as the chairman of the board of Adam Opel 
Corporation AG, Ruesselshaim, was concerned, there 
was no question that the development of the GDR 
market would be directed by the General Motors (GM) 


subsidiary and not by the European headquarters of the 
American company in Zurich. 


Mountains of Applications 


A small crew from Ruesselsheim has recently been 
combing the GDR. From Rostock to Dresden and from 
Weimar to Erfurt, Opel experts have been testing the 
opportunities for setting up a dealership and service 
network. “We are encountering great interest primarily 
on the part of small automobile repair operations. Many 
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want to work for Opel. We are getting mountains of 
applications sent to our office. Even the descendants of 
Opel dealers from before the war who were expropriated 
after 1945 are being heard from,” says Peter Preikschat, 
director of dealership deveicpment at Cpel. 


The German GM subsidiary intends to establish a ser- 
vice network of 40 workshops in the GDR by the end of 
the year. In addition, there will he the establishment of a 
central spare parts depot which 1s already being regoti- 
ated. The service workshops, which are primarily 
intended to serve Ope! drivers arriving from the Federal 
Republic, are only the beginning, however. Thinking is 
already under way in regard to sales locations, cven 
though most GDR citizens are likely not to have the 
moncy for a Western astomobile for some tme. 


Antiquated Telephone Network 


The German auto industry is standing in the starting 
blocks, ready to develop the GDR market. While for 
years it was essentially only permitted to exhibit its 
high-tech products at the booths of the Leipzig Trade 
Fair, the opportur.«ty now presents itself for a large-scale 
offensive, and the establishment of manufacturing 
instailations are cing talked about in this regard. Old 
historical cunnections are being reactivated: BMW once 
manufactured in Eisenach, Audi hac its origins in Sax- 
ony, and the legendary Opel-Blitz truck was produced 
near Brandenburg. 


Volkswagen AG (VW), Wolfsburg, with its billion-mark 
investment plan for building a successor model to the 
Trabant as well as founding a joint company with the 
VEB IFA (Industrial Association of Nationalized Motor 
Vehicle Works) Combine, Passenger Car Division, Karl 
Marx Stadt, has undoubtedly outstripped its competi- 
tion for the present. 


Neither Opel nor Ford nor Daimler-Benz have any 
sizable signed agreements with the GDR motor vehicle 
industry to show thus far. Above all, skepticism still 
prevails in regard to the issue of possible manufacturing 
in the GDR. No wonder, since the GDR as a location, 
despite :ts advantages—low wages and at the same time 
a pool ot qualified skilled workers—still appears to be a 
problematic market. The infrastructure has remained 
frozen ai the level of the 1950's. The road network has 
deteriorated and rail transport takes days. In addition, 
the telephone network is hopelessly antiquated. There 
are hardly any EDP (electronic data processing) links, 
which are the absolutely essential prerequisites for oper- 
ating in a modern production context with just-in-time 
deliveries. 


Despite the liberalization of the joint venture regulations 
that have now deen announced by GDR Economics 
Minister Christa Luft, the general legal conditions of 
business do not yet appear adequate for the West 
German automobile manufacturers. BMW Board 
Chairman Eberhard von Kuenheim: “By no means will 
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we lend our good name to minority participation 
projects. Furthermore, we are not putting our moncy 
into sick VEB enterprises.” 


Gift From the West 


GDR citizens lack the necessary buying power to stim- 
ulate sales. The few new Western cars cruising the East 
Germun roads to date have been delivered via Genex, 
the state gift service, and paid for with hard foreign 
exchange currency—a privilege for only a few. To be 
sure, for commitments in the GDR the West German 
auto industry is considering paying a porticn of wages in 
Deutsche marks. At present, however, the legal premises 
are lacking. BMW boss Von Kuenheim, with an implied 
reference to his Carl H. Hahn, chairman of the 
board of Volkswagen AG, is skeptical in this regard as 
well: “A grand vision is not called for. We must fee! our 
way towards the GDR market with small steps.” 


VW boss Hahn can already show quite a measure of 
overall success as a result of the cooperation with the IFA 
Combine he has been engaged in for years. In the course 
of a barter deal involving the delivery of installations 
and equipment for the licensed production of engines, 
the first skeleton engines are now being delivered in turn 
from the GDR to Wolfsburg. All the same, the engine 
production apparently still has to struggle against the 
restrictions of a planned economy. “That begins at the 
very outset with power interruptions,” says a specialist 
in the field. To be sure, a VW spokesman views this 
differently: “We have long since overcome the initial 


Not least of all because of the great start-up problems is 
BMW treading very gingerly on the accelerator pedal for 
the time being. Thus, according to Von Kuenheim, the 
procurement of tools from the GDR is being considered 
as a beginning. The Munich people want to open five 
additional service locations in the GDR in the near 
future. To date, there have only been two of them (East 
Berlin and Dresden/Bautzen). These centers can then 
serve as Starting points for a more dense service network, 
for which BMW, in a like manner to Opel, wants to 
approach independent handicraft businesses. The per- 
sonnel is to be trained in Munich. 


Lada No Longer in Demand 


To be sure, Von Kuenheim's reserve must also be seen 
against a very different background: In contrast to mass- 
producer VW, BMW is specialized in the high-priced 
segment of the business. An automobile of the 3d series 
costing DM 30,000, let alone a DM100,000 7th series car, 
will probably remain a dream for a potential GDR 
customer for a long time yet. The same applies to 
Mercedes-Benz passenger cars. At least until recently, 
they were taboo: Eastern managers did not favor the 
West German “capitalist’s car,” but rather drove a 
Lada—and the GDR government leadership preferably a 
Volvo. A company spokesman in tuttgart predicts: “A 
certain negative image can change rapidly now, of 
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course. A socially just market economy in the GDR— 
our products are mght in line with the trend in that 
regard.” But Mercedes-Benz is stili not harboring any 
great sales expectations. 


Different Story With Trucks 


The situation looks different for the Stuttgart people in 
the area of commercial vehicles: The company has 
recently been holding talks with the VEB IFA Combine, 
Utility Vehicle Division, Ludwigsfelde, regarding pos- 
sible cooperative ventures. The people in Stuttgart have 
been selling trucks to the GDR for years—at least 300 
heavy trucks in 1989. 


* VW Head on Joint Venture 


QOENO289B Munich SUEDDEUTSCHE ZEITUNG 
in German 29 Jan 90 p 22 


[Interview with Carl H. Hahn, chairman of the managing 
board of Volkswagen AG, by Franz Thoma: “An lavest- 
ment of Billions for 250,000 Cars Per Year”; first 
paragraph is Sueddeutsche Zeitung introduction] 


[Text] Wolfsburg, 27 Jan—Volkswagen AG, Wolfsburg, 
will establish a joint undertaking with VEB IFA Com- 
bine, Passenger Car Division, Karl Marx Stadt. The 
timing is dependent upon political decisions in the 
GDR. An all-new car is to be developed. In an interview 
with the SUEDDEUTSCHE ZEITUNG (SZ), Carl H. 
Hahn, chairman of VW's managing board, put the 
desired volume of production at 250,000 cars per year 
Research and development alone may cost more than 
DM 1 billion. The text of the interview follows. 


[SZ] Mr Hahn, you are just back from East Berlin from 
your talks with GDR Minister for Economics Christa 
Luft. Now when are you going to begin your planned 
joint venture with VEB IFA, Passenger Car Division? 
[Hahn] A prediction as to a timeframe is not possible. It 
depends upon the GDR’'s political decisions. What we 
can do, is to test the basic plan and its soundness 
together wit.. IFA. 


[SZ] Is the new, coproduced auto—probably a subcom- 
pact—being designed for Eastern countries or for the 
entire world market? 

[Hahn] We are not categorizing it in terms of East and 
West but very simply according to the criterion that the 
car must be competitive internationally—on the world 
market. There will no longer be two standards. 


[SZ] An investment of around DM! billion is needed 
before an automobile is ready for series production... 
[Hahn] At least. 


Credit From the Entire West 


{SZ} You will certainly be able to come up with your half. 
How will your partner come up with his? 

[Hahn] We will leave that up to our partner. Those are 
things that will be considered in the coming weeks during 
the planning sessions in the DR. Moreover, we believe 
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that the GDR will not only receive credits from the 
Federal Republic, but from the entire Western world. 
But it must pursue an economic policy that makes it 
attractive to foreign capital. Only in that way can the 
GDR rapidly catch up—and i must do so. The GDR 
does not have Deutsche marks by the billions in its 
accounts for new and necessary projects. With our help, 
and on the basis of the industnousness of its people and 
the resources still available, 1 can only reorganize its 
infrastructure and formulate reasonable plans on that 
basis. You will understand that | am not going to say 
anything about details. We are in the process of 
researching all that like a completely normal project. We 
have formed a team for that purpose—on our side as well 
on the GDR side. It is already working. 


[SZ] Is not the genera! limitation of 49-percent Western 
participation an obstacle for Western investments? 

[Hahn] It would certainly remain an obstacle if an 
inhibited attitude, which derived from past ideological 
thinking, were to be retained towards the subject of 
ownership in gencral. We believe, however, that we 
should not lose much time at all over this matter today. 
After the elections on 6 May [Editor's note: now sched- 
uled for 18 March] these questions must be answered. 
And if they want to have a better economy in the 
GDR—more competitive and more profitable for the 
people—then the GDR must be more attractive to 
capital. The capital musi come to the people. We see in 
this a development which will be irresistable. It will 
proceed towards the norn.alization of ownership as the 
central element of a fur ctioning market economy. 


[SZ] As VW, would you be satisfied with 49 percent? 
[Hahn] We regard this question to be so theoretical at the 
moment that we cannot answer it at all. 


[SZ] You will have to build a new plant for the new 
automobile. 

[Hahn] We have to take the sites in Eisenach, Zwickau, 
Karl Marx Stadt, and Zschopau into consideration 
because we cannot relocate the people. There is infra- 
structure at these sites, 2nd it ts partially usuable. We just 
cannot afford to duplicate it. 


[SZ] We think that a new plant in this area... 

[Hahn] It is not just a matter of a plant, rather it is much 
more a matter of outlying areas that need plants. Accord- 
ingly, what is involved is not a plant for Zwickau, but a 
project for all of the combine’s sites. 


Build on Existing Resources 
[SZ] But can enough capacity be freed up in the existing 
plants? 


[Hahn] No, of course not. But there is a difference 
whether | remodel and expand existing resources or 
whether | build everything from scratch. Naturally, we 
will try to save the most possible from the past. Addi- 
tional study on our part will show to what extent that will 
be possible—we have already done the initial research, 
of course. 
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[SZ] What figure for capital expeditures for the conver- 
sion of a plant or plants came out of these initial 
investigations” 

[Hahn] We do not yet have the precise answer to that. 


[SZ] There is talk of DM4 billion. 

(Hahn] All nght, good—those are all just numbers. You 
have to first see how they were arrived at. | would not 
like to add more numbers here. Everyone knows, how- 
ever, that in the automobile industry amounts of this 
magnitude are the initial investment required to be 
internationally competitive. 

[SZ] How do you envision the supply situation? A 
just-in-time system such as we have will hardly be 
possible in the GDR at the moment. 

{Hahn} On the contrary—because we have gotten and 
still get supply shipments from the GDR. We have a 
head start of 5 to 6 years in this area, and we will of 
course use it. We are already cooperating with GDR 
enterprises today. Every day 500 engines are delivered to 
us from Karl Marx Stadt. 


[SZ] VW had previously shipped the equipment over 
there for this project. 

{Hahn} The equipment was from VW. But an IFA 
factory in Karl Marx Stadt is building 500 engines for us 
a day. There is, therefore, a whole lot of things that can 
be used. 


[SZ] To what extent can your partner and you prepare 
yourselves now for the joint venture? There are already 
joint management courses, are there not? 

[Hahn] Yes. We happen co have close contacts—and not 
just since 9 November, but for many years now. 


[SZ] What unit production volumes do you have in mind 
for the new car? 

[Hahn] A volume which is competitive. And if you are 
speaking about unit volumes, you have to start with a 
minimum of 1,000 vehicles per day. 


[SZ] That means about 250,000 cars per year. 

[Hahn] Yes, but on the other hand if you keep in mind 
that we want to help the GDR raise its living standard, 
create more normal working conditions for its people, 
and thereby achieve better productivity, then new auto- 
mobile production capacity must be created for the East 
in general. That must go hand-in-hand with moderniza- 
tion of the infrastructure and work in the areas of 
housing, road construction, power production, environ- 
mental protection, and everything related. That is an 
awfully lot at one time. That is why predictions about 
timeframes are very difficult. 


[SZ] Do you not believe in general that the GDR and the 
Federal Republic will merge economically more rapidly 
than they will politically? 

{Hahn} Yes. The economy will be the driving wedge 
because people—thanks to freedom of movement— 
cannot be prevented from proceeding pragmatically. 
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{SZ} A question outside of the realm of the strictly 
objective: Your father virtually founded the Auto Union 
in 1932 by the amalgamation of DKW (Zschoppau 
Steam Cars), Wanderer, Horch, and Audi. 


[Hahn] He was one of the cofounders, yes. 


[SZ] Returning now to Saxony as an automobile manu- 
facturer, what do you feel? 
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Jordan's Husayn Visits Mitterrand, Officials 


JN0603125490 Amman Domestic Service in English 
1200 GMT 6 Mar 90 


[Text] His majesty the king and French President Fran- 
coms Mitterrand began talks at the Elysee Palace a short 
while ago. Members of the two delegations will join his 
majesty and President Mitterrand later. His majesty will 
then confer with the French prime minister, the foreign 
minister, and the defense minister. 


His majesty will meet with the Arab ambassadors ‘ater 
this evening in Paris to brief them on the results of his 
talks with the French officials. 


Sees Rocard, Dumas, Chevenement 


JN0603211890 Amman Television Service in English 
2000 GMT 6 Mar 90 


{Excerpts} His majesty the king and French President 
Francois Mitterrand held talks at the Elysee Palace 
today. The talks dealt with bilateral relations and the 
latest international developments. [passage omitted]. 


His majesty the king later conferred with the French 
Prime Minister Michel Rocard, Foreign Minister Roland 
Dumas, and Defense Minister Jean-Pierre Chevene- 
ment. The delegation accompanying his majesty 
attended the meeting. Discussion at the meeting dealt 
with the international situation in general and the need 
to find a just and peaceful settlement for the Middle East 
crisis in particular. The Jordanian delegation empha- 
sized the dangers inherent in the immigration of Soviet 
Jews and their settlement in the occupied Palestinian 
land, the reby obstructing the peace efforts and violating 
the human rights of the Palestinian people, particularly 
their mght to live above their national and to exercise 
their sovereignty on that national soil. 


Meets Arab Envoys on Middle East 


JN0603211990 Amman Television Service in English 
2000 GMT 6 Mar 90 


[Text] His majesty the king has said the Arab world has 
initiated a new phase of action through the three regional 
groupings, which are a significant step on the path of 
pan-Arab integration. Addressing Arab ambassadors 
accredited in Paris, his majesty said events in Eastern 
Europe dictate on us to conduct a constant dialogue with 
East European states and the Soviet Union. The dia- 
logue, his majesty said, should be based on the fact that 
protection of human rights in one part of the world 
should not be done at the expense of human rights in 
another part of the world. The Palestinian issue, his 
majesty went on to say, is passing through its most 
critical phases and the issue of Jewish emigration from 
the Soviet Union is disturbing. The real danger, his 
majesty said, is the one we are facing in Jordan as certain 
Israeli quarters consider Jordan to be part of the Jewish 
state. But Jordan, his majesty said, is determined to face 
the challenge. His majesty said he wished an honorable 
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end to the conflict in Lebanon and just and durable 
peace between Iraq and Iran. 


Comments on Official Talks 


JN0603 194990 Amman Television Service in Arabic 
1800 GMT 6 Mar 90 


[Text] His Majesty King Husayn began official talks with 
French President Francois Mitterrand in Paris today. 
Upon arrival at the Elysee Palace, his majesty was 


greeted by a French honor guard. The French president 
led those welcoming his majesty at the Elysee. 


Afterward, His Majesty King Husayn and the French 
president held bilateral talks on relations, the ‘atest 
international developments, and issues of joint interest. 
His majesty and the French president also reviewed 
efforts to find a just and comprehensive settlement of the 
Middle East crisis. His Majesty King Husayn said that 
the new wave of emigrants from the Soviet Union 
constitutes a further complication in the Middle East 
crisis in view of the Israeli authorities’ quest to settle 
some of the new immigrants in occupied Palestinian 
territory at the expense of its owners. This constitutes an 
explicit violation of all peace efforts, which are based on 
international! legitimacy, and an encroachment on the 
human rights of the Palestinians and the call for the full 
implementation of UN Resolutions 242 and 338. 


His Majesty a'.o expressed the appreciation of Jordan 
and all Arabs for the French and European support for 
all efforts to establish peace in the region based on 
international legitimacy and respect for it. The two 
leaders demonstrated special interest in the Lebanese 
crisis and the need for action to halt the continued 
bloodshed in this Arab country and to reach a solution 
that restores to Lebanon its safety, unity, and sover- 
eignty over all its national soil. 


His majesty briefed the French president on the Arab 
Cooperation Council [ACC], reaffirming the need to 
establish broad and strong relations between the ACC 
and the EC states. 


Meanwhile, the French president held a luncheon ban- 
quet in honor of his majesty at the Elysee. The banquet 
was attended by al-Sharif Zayd Bin-Shakir, chief of the 
Royal Hashemite Court, Marwan al- Qasim. deputy 
prime minister and foreign minister, and the Jordanian 
ambassador in Paris. The banquet was attended on the 
French side by Foreign Minister Roland Dumas, Presi- 
dent Mitterrand’s diplomatic adviser, and the French 
ambassador in Amman. 


Upon departing the Elysee, His Majesty King Husayn 
spoke to reporters: 


[Begin recording} [Unidentified reporter] [words indis- 
tinct] issues you touched on with Mr. Mitterrand? 

[Husayn] Every issue that you can imagine us to touch 
on, we have touched on. We dealt with the situation and 
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developments in our region, as well as world develop- 
ments and their repercussions. It was a valuable meeting 
in the full sense of the word. 


[Reporter] Your Majesty the King, have you discussed 
the issue of the Sovict Jews with the French president? 
Did he display an understanding of Arab demands in 
this 

[Husayn] | think 1 is natural to raise the Arab view as | 
sec it. At the same time, I can say that the president is an 
interested man. He is an expenenced leader and a man of 
principle. | am very satisfied with the results. 


[Reporter] Your Majesty, the topic of the moment is 
Shamir’s expected reply to Baker's proposals. What 
Isracli response do you expect to these proposals? 
[Husayn] I belheve that the PLO, the sole and legitimate 
representative of the Palestinians, has adopted measures 
ar.d polictes on this rssue that have raised its credibility 
in the eyes of the worid. The only way to describe its 
policies is that they are positive and constructive in the 
full sense of the word. We support them with all our 
strength. Regarding the Israeli position, I can only say, so 
far, that it has been negative and unrealistic. However, | 
am not sure whether it is casy to answer this question at 
the current stage. 


[Reporter] Did you make any new proposals on the 
peace process in the Middle East, and are you bringing 
any new proposals with you on the process on your 
current European tour? 

[Husayn] I have no new proposals. We support the PLO 
in all its positions and approaches. The PLO has the 
righi to have the final say in this respect. 


[Reporter] What are the prospects for convening an Arab 
summit to deal with the issue of the Soviet Jews and the 
Lebanese problem following the recent bloody incidents 
there? 

[Husayn] An Arab summit is needed to deal with scores 
of issues related to the future of the internal Arab order 
and to face all the current changes in the world. But such 
a summit may need time, because it must be different 
from all previous ones in terms of preparation so that 
there can be more effective and significant results. We 
are working to bring the views of the brothers closer so 
that the mecting 1s effective and can provide the nght 
answers required by the situation to defend the Arab 
order and the future of Arab generations. 


[Reporter] Let us return to the issue of Jewish immigra- 
tion. Is there any specific Arab demand from the big 
powers, including the Soviet Union and the United 
States? Is there any specific demand now? 

[Husayn] | have answered this question. Before moving, 
| or any other brother of mine should hold a well- 
prepared high level Arab meeting to produce the 
required results, achieve integration, provide an atmo- 
sphere of mutual confidence, and achieve the clear 
vision we want. Orly then can we move, defend our 
cause, and adopt a position. Personally, I have the honor 
of expressing my view and that of my brothers in the 
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ACC and my Arab brothers in general. But regarding the 
Palestine question, the PLO is the Paicstinsan people's 
sole legitimate representative. We support the PLO and 
we are working to crystallize the situation, which you 
want tnc to explain, through an Arab mecting 


[Reporter] Did you discuss Isracli threats against 
Jordan” 

{[Husayn] I did not discuss Israch threats to Jordan, 
because they are not new. I Delseve that Jordan alone can 
say whether 1 can hold out or not im the face of the 
threats and circumstances, because its record shows that 
it can. 

[Reporter] The other question 1s that what [words indis- 
tinct] 

{[Husayn] We discussed everything out of our cagerness 
to maintain the current friendly relations in which we 
take pnde. We enjoy credibility in the Arab world and 
the world at large. 


[Reporter] Are you optimistic about the anticipated 
negotiations between the Palestinians and the Israciis’ 
{Husayn] We will wait and see. However, | am not 
satisfied with what has occurred so far. The PLO has 
offered much and has offered what was asked of it. But it 
seems that the road is still long. [end recording) 


Prime Minister Expresses Support for Africa 


PM0603123090 Paris LE MONDE in French 
2 Mar 90 p 6 


[Excerpt] French Prime Minister Michel Rocard reacted 
to the social and economic crisis affecting several 
African countries on the evening of 28 February by 
saying that France will support the states which move 
toward democracy. Mr. Rocard stressed that “Afinca is 
expenencing a questioning of its political structures.” 
“In some places,” he said, “we are secing students, civil 
servants, and the underprivileged sections of the popu- 
lation severely affected by the harsh cconomic and 
financial adjustment measures demonsirating for 


change. 


“However, it must be stressed,” he added, “that many 
African countnes have already taken action for political 
renewal. They should continuc along this path. I now say 
solemnly to their governments that France will not sunt 
in its support for them on this path to help them 
overcome economic crisis and to encourage progress 
toward democracy.” 


This statement, the first reaction by a French Govern- 
ment member to events mm the Ivory Coast, Gabon, and 
Benin, was made during an official dinner in honor of 
Nigerian President General Ibrahim Babangida. “The 
whole of Africa is particularly badly shaken by a deep 
crsis,” Mr. Rocard stressed, and he mentioned the 
“disastrous consequences of unprecedented economic 
problems which are having a particularly severe effect on 
countnes dependent on the export of raw materials.” 
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“Only the courageous reform and restructuring measures 
taken by many countnes will enable them to recover.” he 
said. [passage omitted] 


Nigerian President Talks on Debt in Paris 


PM0603113690 Paris LE MONDE in French 
I Mar 9 p 6 


[Text] During a news conference on 27 February, Nige- 
man President General Itcahim Babangida did not say 
whether he had obtained satisfaction from the French 
authonties regarding the rescheduling of the foreign debt 
estimated at more than $30 billion. The first official visit 
to France by the leader of Africa's most populous 
country, was aimed mainly at secking more favorabic 
repayment conditions or even a reduction from the Pans 
Club next June. “The French Government has shown 
exceptional understanding of our situation,” this 48-year 
old general, who has been in power for four and one half 
years, stated. 


France apparentiy did not accede to Nigeria's desire to 
enjoy the preferential treatment reserved for the poorest 
of the debtor countries bul it is prepared to make a 
gesture and facilitate rescheduling on the basis of cond)- 
tions yet io be decided in detail. 


Gen. Babangida announced the signing of two agree- 
ments, one on double taxation and the other on the 
mutual promotion and protection of investment. He 
hopes that French enterprises will be able to show greater 
interest in his Country, asserting that the Structural 
Adjustment Program had made 11 possible to improve an 
ailing economy. 

Nigeria's leader thinks that his country is on the nght 
path and that the return to a democratic civilian govern- 
ment promised for the end of 1992 is being carned out 
“by stages.” “A new constitution has been set up and two 
political parties have been formed,” the head of state 
said. The national transition program will carry on in its 
own sweet way until democracy is restored. “We are four 
years ahead of events in Eastern Europe,” Gen. 


Babangida said bluntly. 


The latter made some comments on the development of 
the situation in South Africa, describing Nelson Man- 
dela’s release as “a step in the mght direction.” “But 
there is still a great deal to be done,” he pointed out. 
“South Africa must prepare for the rapid changes which 
the world is expenencing and the time has now come.” 


* Higher Investments To Equal U.S. Production 
QOESOS36A Paris LES ECHOS in French 1 #eb 90 p 3 
[Article by M.-L. C.: “According to OPCE Study: France 


Has To Invest Twice What It Does Now To Produce As 
Much As US. or Japan”) 


[Text] Investments are less productive in France than 
they are abroad and the same investment in equipment 
results in half the production in France's industries 
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These surprising conclusions are drawn in a study pub- 
lished yesterday in the OFCE (French Observatory for 
Economic Situations) QUARTERLY REVIEW and 
entitled “Resumption of Capital Investment and 
Growth.” This is tantamount to sayrng that the reacti- 
vation of investments realized by French firms since 
1985 should have produced considerably better results; 
specifically, u should have opened the bottlenecks to 
productivity, which 1s not the case. 


To be sure, France has again begun to invest, but it is still 
behind the United States, Japan, and the Federal 
Republic of Germany. In these three countries they have 
been investing since 1983, whereas in France we had to 
wail two more years to see companies resume their 
invesiment: 2 equipment. However, this lag does not 
explain anything. To account for relative price differ- 
ences as domestic proce divergences and to measure 
absolute investment rate levels, the authors of the study 
recalculated these four countries’ investment rates in 
terms of a common currency, in this case the 1985 dollar. 


The result is surprising since, according to this calcula- 
tion, the American investment effort was weak in com- 
parison with those of the other countres and has prac- 
tically not increased much at all since 1983. But 
especially expressed in 1985 dollars, the French invest- 
ment rate has very sharply risen and, since 1988, shown 
a tendency to approach the German rate. 


Wasted Effort 


Unfortunately, this commendable effort is actually a 
wasted one since capital productivity ts insufficient in 
France, and to a lesser extent in Germany, in compar- 
ison with Japan and the United States. “Because they 
have better plant management, American and Japanese 
manufacturers have less need for capital than their 
European counterparts,” the study notes. Consequently, 
France and Germany, where investment rates are high 
and capital productivity 1s low, may be contrasted with 
these two countries. The gap between them and France 
has widened from a simple to a double gap. 


In othe: words, French manufacturers are going to have 
to complete their modernization efforts before they can 
efficiently increase their production capacities. And 
these efforts involve not only the replacement of 
machines or the modernization of premises and plants. 
On the contrary: The inadequate productivity of invest- 
ments is above all due to an operational life of equip- 
ment that is too short and insufficient training of 
workers, which results in poorer production quality. A 
wiser choice of equipment and the establishment of 
teamwork would enable them to obtain the same results 
with half as much capital. And it would leave profit 
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margins for either raising wages, hiring people, «1 put- 
ting More moncy into investment. 


* Renault To Add Shifts, Increase Productivity 
9OCWO108Z Paris L';USINE NOUVELLE in French 
7 Dec 89 pp 27-28 


[Article by Anne Ravilly: “Auto Construction: Third 
Shift Time™] 


[Text] More production from more extensive use of 
equipment: Like its European competitors, Renault is 
considering a three-shift schedule for its Flins plant. This 
implies new work schedules for the builders as well as for 
their suppliers. 


In the wake of General Motors, Ford Europe, and BMW, 
Renault will also adopt a three-shift schedule for its auto 
assembly, beginning with the Flins plant. This new 
organization should start in 1991, when the production 
of the new R5 version (X57), which was launched in the 
spring of 1990, will have to be brought up to speed. 4s a 
result, Flins expects to increase its production capability 
from 1550 to 2000 cars per day by increasing the 
utilization hours of its assembly lines. 


But this revolution, involving schedule changes as well as 
night and weekend work, cannot be carricd ou! without 
preparing the workers’ attitudes. The future three-shifi 
organization is currently under negotiation betwecn 
management and unions at Flins: It will require new 
hiring, and make an appeal for volunteers. It should 
allow production lines to run 24 hours a day, avoid 
various shop bottlenecks (painting, for instance), and 
respond more efficiently to the demand of a market that 
has been steadily growing for the past five years. Not to 
mention the obvious advantage of faster amortization of 
the heavy investment associated with the launching 0! a 
new model. 


The use of a third shift is not new in Europe. Since 1988, 
General Motors has been operating with three shifts at 
one of its Anvers plants in Belgium, which runs 24 hours 
a day including Saturday, with two '0-hour shifts; the 
workers take three days off after four days of work. “An 
innovative Organization which gives the men more spare 
time, is less tiring, and provides greater flexi’ility,” says 
Robert Eaton, president of General Motor, Europe. In 
Zaragoza, where General Motors is manu<scturing the 
Corsa Nova, the introduction of a third night shift has 
led to an output of 1500 cars per day and has created 
1000 additional jobs. In turn, Ford Europe announced to 
its unions this summer that in the near future it expects 
to start working around the clock, seven days a week and 
24 hours a day in its European plants. This seems to be 
inescapable when Japan's Toyota clearly announces that 
it will work nonstop as soon as it begins production in its 
British plants, an advantage it gained by recognizing 
only a single union for representation. 
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Europe Adopts Flexibility 


More surprising yet. BMW in West Germany has 
reached an agreemen! «»:h the powerful 1IG-Metall union 
to operate three shifts at its Regensburg plant 24 hours a 
day, six days a week, as long as overtime is paid back in 
leave time. An unquestionable victory for greater flexi- 
bility on the other side of the Rhine. And thus customs 


slowly change. 


In France as in Italy, automobile plants have never used 
night work watil now. Fiat works two shifts at all its 
plants, including the one at Cassino, Peugeot and Cit- 
roen resort to overtime when the demand becomes too 
great and they have to speed up for a specific length of 
time. Guy Perner, director of the Sochaux plant does not 
conceal that “it is the goal of any intelligent manager to 
make the must profitable use of equipment and that he 
has plans in this respect.” It means that positions will 
have to be reassessed: some unions, like CFDT [French 
Democratic Confederation of Labor] and CGC [General 
Confederation of Managerial Personnel] are realistic and 
not totally opposed to evolutionary change, as long as the 
reorganization allows the creation of new jobs. 


While these changes involve personnel rcalignments, 
they also require solutions to technical problems, such as 
the maintenance of machinery being operated around 
the clock. “It's currently not a handicap,” the directors 
say, “since maintenance is increasingly of a preventive 
nature, with little stoppage: moreover, computerized 
systems work better when they run all the time.” But in 
an industry that works under critical path conditions 
with many outside suppliers, how does an internal reor- 
ganization reverberate on satellite companies? For 
instance, would Renault Flins’ suppliers be able to adapi 
to this new pace without too much trouble? 


Many suppliers of parts to the auto industry are already 
working in three eight-hour shifis. Some of these are 
Glaenzer-Spicer, Ford Bordeaux, or the SMAE plants 
near Metz, which supply universal joints, engines, and 
gearboxes. Exceptionally, Michelin is already working 
around the clock at its Cholet and Tours plants. Bertrand 
Faure (interior equipment) explains that because of his 
various plants, he will bc uble to accelerate his deliveries. 
Plastic Omnium or Valco are strong and will be able to 
withstand these new demands. But how about the small 
suppliers? Will they have the means to manage their 
production differently without additional investments or 
without a night shift? Lastly, this new organization 1s 
sure to affect the distribution networks that deliver parts 
or finished cars to dealers. Zero stock makes its own 
demands' But despite its problems, this evolution 
appears to be irreversible 


For Raymond Levy, Regie Renault chief executive 
officer, it's a survival strategy. While the U.S. market is 
experiencing enormous difficulties, in recent years the 
European automobile market has become an Eldorado 
coveted not only by European manvfacturers and by 
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such U.S. giants as Ford and General Motors, but also 
increasingly by the Japanese. 

Joint Strategy Against Japan 


To win the battle, all the manufacturers adopt the same 
Strategy, the one that has allowed the Japanese to pene- 
trate all the markets. A competition that requires the best 
prices, fast model renewal, and quality improvements. 
these are constraints that demand constant productivity 
increases in their plants, and the process becomes more 
difficult each year. 


Having cut back to a minimum the prices of parts from 
sub-contractors and equipment suppliers, and having 
adopted critical paths to eliminate stocks and delays, 
manufacturers can only extend the utilization of their 
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machinery to improve their yreld. As we recently learned 
from the Peugeot conflict, there is no possibility of 
asking the workers to tizsten their belts during this 


growth penod. 


The last card in their hands therefore, is to accelerate the 
amortization of the very expensive installations (robots, 
automation) currently operating on most assembly lines 
For the XM alonc, for instance, Citroen spent Fr 6.3 
bilhon in Rennes to outfit its production plants, and 
Peugeot invested almost an equal amount at Sochaux to 
launch the 605. Which leads us to believe that the 
establishment of a third shift for Renault at Flins has a 
good chance of spreading to the other French auto 
manufacturers by 1995. 
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De Michelis Discusses Cooperation in Belgrade 


PM0603 114090 Rome LA REPUBBLICA in Italian 
3 Mar 90 p i4 


[Report by Leopoldo Fabiani] 


[Text] Belgrade—lItaly is willing to continue supporting 
the Yugoslav Government's policy, but if Belgrade wants 
to enter Europe ut must “dispel all the uncertainties” 
harbored by the imternational public about the crisis in 
Yugoslavia im recent months. The Italian Government's 
policy was set out by Foreign Minister Gianni De 
Michelis during a lightning visit to the Yugoslav capital 
yesterday. De Michelis described his meetings with 
Prime Minister Ante Markovic and Foreign Minister 
Budomir Loncar as “routine.” 


However, his mecet.ags with representatives of the two 
republics that now represent the extremes in Yugosla- 
via's political and ethnic conflict—which threatens to 
lead to the disintegration of the Federal state—were 
anything but routine. He met with Slobodan Milosevic, 
president of the Serbian Republic and leader of the 
nationality most opposed to the process of democratiza- 
tion and autonomy of the individual republics; and 
Dusan Sinigoj, prime minister of the Slovenian 
Republic, which is in the vanguard in introducing polit- 
ical democracy and the market economy. 


“Il gave no advice,” De Michelis said at a news confer- 
ence following the mectings, but clearly Italian, and 
more generally, European, cooperation depends on an 
assessment of Yugoslavia's future evolution. This, first 
and foremost, on the political plane: Much will depend 
the extent to which the coming elections (in March in 
Croatia and April in Slovenia) are truly free and demo- 
cratic. Then there is thy human mghts issue, which means 
above all the position of the Albanian minority in 
Kosovo, where the bloody clashes of carly February 
resulted in the loss of 32 lives. 


Another crucial clement are the chances of success of the 
economic restructuring plan set by the Federal 

ment, which is encountering considerable difficulties 
with regard to tax reform, but also some success in the 
attempt to control inflation, which is running at a rate of 


over 2,000 percent a year. 


A positive evolution of all these aspects will determine 
the solution of an issue of great concern to Belgrade— 
closer relations with the EC. Talks are under way on new 
EEC economic aid (Yugoslavia is asking for $500 million 
for banking reform.) the new status of enhanced associ- 
ation for all the countnes of the East, and membership of 
the Council of Europe for which specific human nghts 
guarantees are required. Hitherto Italy has supported 
Yugoslavia’s cause in all these forums, partly because of 
our country’s geopolitical interest in stability — = y 
the Balkan region. This task will be much more difficult, 
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however, if Yugoslavia’s evolution toward democracy 
undergoes a deceleration, that 1s, if that which was once 
the most advanced socialist country lags behind im the 
race to the West. 


The Itahan Government, De Michelis told Milosewsc 
and Sinigoj, does not want special relations with the 
wealthy and European Slovenia, but aiming also at 
economuc accords with the less developed republics, such 
as Serbia. Basically the and covers the whole of Yugo- 
slavia, and especially the government's action. whoch 
hitherto “has been in the mght direction.” As for the 
Kosovo problem, De Michelis suggested that the Yugo- 
slav Government present its stance to the EC in response 
to the demands from the Strasbourg Parliarnent, which 
condemned the repression im that region in a recent 
Statement. 


Italy's hope is that after the coming clections a more 
constructive climate can be established. “lt 1s always 
difficult to resolve problems when there is an clection 
campaign under way,” De Michelis said.” De Michelss 
arnved in Belgrade from Sofia, where yesterday morning 
he concluded his visit to Bulgaria with a meeting with 
Prime Minister Andrej Lukanov and chief of state Petar 
Miadenov. Italy offered the opportunity of more cco- 
nomic cooperation, dependent on a positive evolution of 
the democratization process. In particular, Italians and 
Bulgarians will be able to establish joint ventures and to 
export jointly to third countnes, especially the Sovict 
Union. 


De Michelis on European Integration, Germany 
AU0603 143890 Rome ANSA in English 1236 GMT 
6 Mar 90 


[Text] (ANSA) Rome, March 6—Europe is at a cross- 
roads between integration and disintegration, according 
to Itahhan Foreign Minister Gianni de Michelis, and each 
of the great issues at hand today, beginning with German 
unification, could bring cither progressive reforms or 
conservatism. 


In an interview with the Communist Party daily, 
UNITA, published today. De Michelis said that if Euro- 
pean integration is limited to a single market with a 
strong united Germany, the more conservative elements 
will gain the upper hand, bringing Europe to “an age of 
subordination.” 


He ruled out the possibility that European unification 
could be successful if nght- or left-wing coalitions have a 
meager majority, saying: “Integration..needs the sta- 
bility and consensus that only coalitions with a large 
enough majority can guarantee, in the shortest time 
possible. It is in the interest of every reformist that as 
large a coalition as possible be formed, because anything 
else would make unification unstable and objectively 


dangerous.” 











Defense Minister Serra Returns From Poland Visit 


LDO103215490 Madrid Domestic Service in Spanish 
0000 GMT 1! Mar 90 


[Text] [Announcer] Defense Minister Narcis Serra, 
returned to Madnd last night following a visit to Poland. 
Hector Areisas reports from Barajas Airport. 


[Arenas] On his return to Madnd tonight from the first 
visit to Poland by a West European defense minister, 
Narcis Serra sand here that Spain wants to be im the 
frontline of cooperation in the process of change in 
East European countries, and in the case of Poland 
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tion, because we are signatories of the CSCE agreement 
which contains in one of its paragraphs the need io 
preserve the borders of all European states. [end 


Turkey's Chief of General Staff Received by King 


1TA0603 174190 Ankara ANATOLIA in English 
1615 GMT 6 Mar 90 


LD0603215190 Madrid Domestic Service in Spanish 
1900 GMT 6 Mar 9 


[Excerpt] [Announcer] The latest terrorist scare today 
concerned the minister of the intenor himself, Jose Luis 
Corcuera. The security services at the Congress of Dep- 
uties intercepted a letter-bomb sent to the minister. 
Antonio Regalado reports from the lower house on the 
preliminary details of the police investigation: 


[Regalado] The letter-bomb, with a San Sebastian post- 
mark and dated yesterday, 5 March, was addressed to 
Jose Luis Corcuera, as you said, minister of the interior, 
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Carrere de San Geronumo—Geronimo with a G and not 
a J—and carned a 48-pescta franking mark. The letter- 
bomb was detected this afternoon by the security scr- 
vices during a routine check, given that protection mea- 
sures have been stepped up considerably since 
December. The Diano de la Tarde has had 
access to a photocopy and the fact 1s that both the form 
of address, the name and surnames of the minister and, 
on the same linc, his title, and then Geronimo with a G, 
imdicate that the letter was certainly suspicious. In any 
event, the minister does not reside here and was not here 
today. The envelope was removed by the security ser- 
vices and 1s being analyzed to ascertain the type o: 
explosive 11 contained and the composition of the charge. 
The letter, typed by someone who is not an capenenced 
typyst, did not carry a sender's name and address. 


[passage omitted] 


Dissident Socialists Defy Order To Dissolve 


L.D0303224890 Madrid Domestic Service in Spanish 
1800 GMT 3 Mar 90 


[Text] The dissident faction with the PSOE [Spaaish 
Socialist Workers Party] Socialist Democracy has 
decided after a long meeting of its leaders in Madrid 
today not to dissolve itself as the Socialist executive 
ordered. 

ciplinary proceedings started against Ricardo Garcia 
Damborenea, who criticized yesterday's news confer- 
ence by Prime Minister Felipe Gonzalez. 


* Government Rails Against ‘Defamation’ by Media 
QOESO499E Madrid EL INDEPENDIENTE in Spanish 
3 Feb Ops 


[Text] Madrid—The government considers itself the 
victim of a “false charge of prevarication,” and hence 
has decided to “interest” the State's attorney general in 
explaining “whether he regards as elements constituting 
a crime™ the information reported on 31 January in an 
article published by the newspaper EL MUNDO, per- 
taining to the “Juan Guerra case.” 


The decision, announced by the government's 
spokesman minister, Rosa Conde, was made yesterday 
in the Council of Ministers, after the cabinet, with Felipe 
Gonzalez presiding, had debated it. In the article pub- 
lished by the aforementioned newspaper it was claimed 
that, at the Council of Ministers meeting on | August 
1986, “Two ministers mentioned Juan Guerra while 
discussing the granting of benefits in the form of a 
subsidy of 145,450,000 pesetas to Andalucian Modular 
Construction.” 

This is the first time that the Socialist government has 
requested the prosecutor's intervention against a news 
medium. This decision by \»* Council was announced 


the night before last by Felipe Gonzalez himself, at the 
end of the debate on the “Guerra case.” 














of violating secrecy involving the deliberations of the 
Council of Ministers,” cited in Articles 367 and 244 of 


rather, “we are proposi 

Parliament, the political groups, and the news media.” 
The Ground Rules 

Just as the government deems this necessary, it also 


John Hooper (THE GUARDIAN, Great Britain): “The 
opposition failed to focus sufficiently on the essence of 


is one thing, and the Socialist Party is something cise; 
and that distinction could not be made, nor was it even 
justified, in the comments made by the deputy prime 


“In London it would be quite fitting to bring a similar 
issue before Parliament, but it's impossible to imagine 
the atmosphere's being so disciplined. There would be 
whistles, catcalls, disorders, and maybe even blows.” 


Jane Walker (TIME, United States): “The debate was 
almost of no use, because Guerra didn't provide any 
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* CEOE Head Seeks Economic Policy Changes 


WESOSO7B Madnd EL INDEPENDIENTE im Spanish 
Sieh Wp i? 


[Article by Adolfo Zarza: “Rutio Studying an Easing of 
Monctary Policy To Encourage Investment™] 


5] 18 proposing 1s, on the one hand, that the 
firms that carmark pari of thei output for capor should 
have casier access to foreign financing, which offers 
better interest rates, and that banks should provide ways 
of financong domestic investment plans despite 
cred 


This rs the result of the meeting that took place yesterday 
at the headquarters of the 


Spanish Confederation of Savings Banks (CECA). 


According to Cuevas, the meeting, which the CBOE had 
requested, was useful in that the central bank, like Carlos 
Solchaga, “was responsive to the analyses that employers 
have done of the imbalances in the cconomy.” 


tion. Although he acknowledged that this has positive 
effects, he also explained that it has a negative rmpact on 
business investment, exports, and job creation. 


The main criticism by business 1s that under the current 
monctary policy, which is not being complemented by 
fiscal and budget policies, interest rates are rising, the 
amount of moncy available for the private sector is 
shrinking, and the peseta is being revalued, which hurts 
exporis. Along with this Cuevas indicated that the latest 
data from 1989 and from January show that domestic 
output 1s slowing, investment ts down, and most ser- 
ously, consumption of umported goods 1s not declining 
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The CBOE is cspecaally worreed about the creda restric- 


“yntellagent and imaginative formulas” so that the 
resincthons do not hurt the mmvesimen.s and caiports of 


Cuevas Is on Soichaga’s Side 








The employers’ argument ss based on the fact that they 
have already discharged their “responsitulity™ by saying 
that the desirable rate of inflation for this year is sin 
percent, “even before the Economy Ministry itself did.“ 


Negative F flects 


Cuevas indicated that «| would have been better, among 
other things for reasons of image. to sign a broad 
mterconfederation agreement with the unions that 
would have included a nine-percent wage hike. as labor 
wanted, “but that would not have been good for the 
economy, for employers, or for the workers” and would 
have had negative effects on jobs because of the increase 
mm labor costs 


He added that concern among employers over control- 
jong inflation has prompted the CEOE for the first teme 
to “oblige” them to negotiate collective-bargaining 
agreements based solely on that number Nevertheless. 11 
18 also recommending that they safeguarc purchasing 
power at all tomes and is putting them at ivberty to 
negotiate bigger increases consistent with higher produc- 
ton 


* ‘Political Blackmail’ Seen in Gonzalez Threat 


WOE S0490C Madrid EL INDEPENDIENTE in Spanish 
i Feb Mp4 


[Text] Madnid— Yesterday the People's Party (PP) and 
Unrted Left (IL) began adopting measures to prevent the 


ance before the Congress of Deputies 


The neat PP presedemt described Felipe Gonzales’ state- 
ments in which he lenked Alfonso Guerra’s resignation 
with his own as “strange.” “There are no solutions iefi 
other than the resagnation of dismissal” of the govern- 
ment's number two man, declared Aznar He announced 
that, from now on, there will be “a greater distance 
between the government and the opposition © 


Julio Anguita, leader of United Left, for his part, main- 
tained that Gonzalez’ threat “constitutes political black- 
mail,” and assessed Alfonso Guerra’s speech as “nonsen- 
sical.” He demanded of the latter “political hability, 
which has nothing to do with sudicial hability ~ 


Anguita clarmed that 1f Felipe Gonzalez becomes united 
with Alfonso Guerra, “he is sharing mm the same hiabil- 
ity.” 


Hence. IU) will request the head of government's appear- 
ance before Parhament. Nevertheless. the mechanism 
for this will not be specefied unts! next Tuesday because, 
for this request to be put through. 1 must also he signed 
by another parliamentary group (which could be Peo- 
ple’s Unity), or by one fifth of the Floor of Parliament 


Neat week's congressional plenum will study the venous 
proposals for settung legal penalties for influence ped- 
dling and the use of privileged informa‘ion 


RTVE's Record 


These lega’ reforms may be a result of the “Juan Guerra 
affair,” but while the government and PSOE [Spanish 
Socialist Workers Party] are attempting to avord another 
discussion of thes scandal in Parliament. the opposition 
is Starting to take action to prevent thes attempt from 
succeeding 


Just yesterday, the People's group submited an urgent 
Questionnaire to be debated next Wednesday wherein it 
requests an evaluation by the cxccutive branch of 
RTVE's (Spanish Radio and Television Company; con- 
duct. According to (PP) Deputy Luss Ramalio, chairman 
of the public institution's contro! commision, by not 
rebroadcasting the debate on | February, “TVE (Spanish 
Television) has outdone its own brand of governmental! 
and partisan partiality.” 


Yesterday the conservatives also submitted other ques- 
tions to the government (which will have to answer them 
on Wednesday). They concern the military land im 
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Barbate (Cadiz), which Juan Guerra wanted to urbanize, 
and the absence of a complaint over the use of the 
Andalucia Government Delegation office, or the regula- 
tion of freedom of information. 


For the present, PP is not withdrawing the nine ques- 
tions that it put to Alfonso Guerra, because it does not 
consider them to have been avswered by the deputy 
prime minister last Thursday. 


Yesterday the Catalonian parliamentary group, for its 
part, submitted a bill calling for the Penal Code to 
punish with close arrest any illicit activities carried out 
in public administration that would involve the so-cal’ed 
influence peddling. 


* Moncloa Accused of Censorship in Guerra ase 


WESO0499D Madrid EL INDEPENDIENTE ir; Spunish 
3 Feb 90 pS 


[Text] Madrid—The unions of the RTVE [Spanish 
Radio and Television Company], APLI [Independent 
Free Journalists Association], and CCOO [Workers 
Commissions] have accused the RT VE general director, 
Luis Solana, of censoring and manipulating the reporting 
on last Thursday's debate in Congress on the Juan 
Guerra scandal, and of failing to comply with the statute 
claim that the decision not to rebroadcast the debate 
directly onginated at Moncioa, and that the broadcast 
connections with Parliament were arranged between the 
government and those in charge of the television com- 
pany's news services. 


According to the chairman of the TVE company's com- 
mittee, Juan Roda (of CCOO), the connections that 
Spanish Television made in its news spots for Guerra's 
appearance in Congress were not fortuitous. He remarks: 
“It's very odd that the first connection made during the 
Jesus Hermida program coincided with the deputy prime 
minister's turn for rebuttal. They connected again during 
Telediario [TV newscast] at 2030 hours and, on that 
occasion also, it was Alfonso Guerra who was speaking at 
that very moment. Halfway through Telediario, another 
connection picked up the juncture at which the Cham- 
ber's Socialist group was applauding the deputy prime 
minister as he was ending his remarks,” he stressed. 
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Guerra’s Hand 


The secretary general of APLI, the majority union at 
RTVE, voiced his indignatica to this newspaper over the 
news coverage that the state television company gave to 
the parliamentary debate. According to Garcia Presa, the 
deputy prime minister's appearances on the televised 
newscasts “had been completely calculated by Alfonso 
Guerra and by the heads of the TVE news services.” 
Garcia Presa does not hesitate to claim that, “There was 
an order from Moncioa not to rebroadcast the debate.” 


APLI also makes a second interpretation of the fact that 
the Socialist spokesman in Congress, Eduardo Martin 
Toyal, did not make use of his second turn for rebuttal. 
“Martin Toyal yielded his time to Alfonso Guerra so that 
the latter could appear on the second edition of Teledi- 
ano,” claims this union's secretary general. 


APLI had backed Luis Solana’s continuation as head of 
RTVE, so that he might keep the commitments made in 
the agreement with the workers. Now, however, it is 
calling for his resignation, vecause, as its secretary gen- 
eral maintains, “Actions speak louder than any type of 
intention.” 


This union has been keeping an exhaustive record of the 
news treatment given by TVE to the “Juan Guerra case” 
to date. It will later compare these dota with those on 
other television networks, such as Antena 3-TV and 
Telemadrid, which did rebroadcast the debate in its 
entirety. 


The unions also accuse the RTVE general director of 
“nonfulfillment of the basic principles of programming, 
which stipulate that TVE must be a reflection of the 
social reality, without screening, and not a subservient, 
sosihing medium, nor a light, sedative television, as 
Solana wishes.” 


The members of the RTVE administrative council from 
PP, Francisco Sanabria and Luis Gerardo Lopez Del- 
gado, have joined in the TVE workers’ protests. Yes- 
terday they sent a letter to Luis Solana in which they 
describe the failure to air Guerra’s appearance in its 
entirety as “disgraceful.” In the opinion of the council 
members, this decision benefits neither the credibility of 
the institutions nor the image of TVE. 
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Acting President on Release of Student Protesters 


NC0603 173890 Nicosia Domestic Service in Greek 
1600 GMT 6 Mar 90 


[Text] Students and others continued demonstrating at 
the road barmcade near Ledra Palace Hotel. The dem- 
onstrators are demanding the release of students Niko- 
laos Nikolaou and Petros Papaleondiou, who were kid- 
napped and are being illegally detained by the 


This afternoon Acting President Vasos Lissaridhis vis- 
ited the place where Papaleondiou was kidnapped and 
the demonstration site at the road barricade. Defense 
Minister Andreas Alonevtis bnefed him on the condi- 
tions of the kidnapping. 

Lissaridhis stated that Papaleondiou was arrested in the 
buffer zone, which is illegal and is an insult to the United 
Nations. He added that it is the UN's duty and respon- 
sibility to do everything possible for the immediate 
release of the illegally detained students. Lissaridhis also 
assured that the state is concentrating all necessary 
efforts for the immediate release of the two students in 
two places: the United Nations and the embassies of the 
Security Council's permanent member state. The acting 
president congratulated the students for their peaceful 
activities and stressed that the struggle would end only 
when all their occupied territones were liberated. 


Students Demonstrate at Embassies 


NC0703102890 Nicosia Domestic Service in Greek 
0800 GMT 7 Mar 90 


[Text] The young pupils and students of Cyprus are 
stepping up their activities to bring about the immediate 
release of student Nikolaos Nikolaou and pupil Petros 
Papaleondiou, who are being illegally detained by the 
occupation authorities of the Denktas regime. 


Since early this morning crowds of pupils and students 
have been gathering outside the embassies of the five 
permanent members of the UN Security Counci! to 
protest at the act of the occupation forces and demand 
the intervention of the United Nations for the release of 
the two youths. 


In a resolution that is being handed to the embassies of 
the five countries the pupils and students of all Cyprus 
stress that the arrests are illegal and contrary to the U?. 
Charter on human nghts and to international law, and 
ask these countries to take prompt steps for the imme- 
diate release of the two youths. 


The pupils and students also assert that despite all 
adverse conditions and Denktas’ intransigence they do 
not recognize the pseudostate, and declare that they will 
struggle with all their might for 2 nonaligned, indepen- 
dent, and demilitanzed Cyprus. 


Demonstrations calling for the release of the two youths 
also continue at the Ledra Palace roadblock. 


CYPRUS 2s 


Denktas Views Breakdown of New York Talks 


NC0603 104390 Nicosia BIRLIK in Turkish 
5 Mar 9 pp 1. § 


[Excerpts] New York (TURKISH CYPRIOT NEWS 
AGENCY)}—President Rauf Denktas has kept his 
promuse to the Turkish Cypriot people. He said that he 
did not allow anyone to usurp the nghts of the Turkish 
Cypnots. He stated: “We shall be returning to Cyprus 
feeling more confident than we were when we went to 
New York that these nghts can be defended.” 


President Denktas made an assessment of the summit in 
New York yesterday. He said: 


We established through our discussions with Yeoryios 
Vasiliou in Cyprus and through the contacts we had later 
on that, although he talks about the concept of federa- 
tion, as has been the case with other Greek Cypriot 
leaders, he does not actually wish to have a federation 
established. In view of this, we put forward our declara- 
tion of intent with the hope that it will persuade the 
usurpationist Greek Cypriot leaders to abandon their 
claim that they are the Government of Cyprus and that 
it will urge them to adopt an approach aimed at the 
establishment of a federation based on the partnership of 
the two peoples. 


We explained the reasons for this both in and outside the 
national assembly in north Cyprus. Our views were 
approved and backed by a vast majority of the people in 
Turkey and in Cyprus, who attach importance to the 
question of equality on the island and support the 
concept of an agreement which will not allow the Greek 
Cypriots to become the patrons of the Turkish Cypriots. 
It 1s Our most natural right to follow the true intentions 
of the Greek Cypriots and adopt an approach accord- 
ingly. 


Had the Greek Cypriots harbored goodwill and had they 
been prepared to share power with the Turkish Cypnots, 
they would not have been reluctant to discuss the prin- 
ciples in our declaration. They would not have insisted 
on debating the problem, based on a deep political 
disagreement between the two communities, on the basis 
of a narrow constitutional framework established by 
foreign parties. Unfortunately, this has been the Greek 
Cypnot approach. UN Security Council Resolution 367 
was the reason why the Greek Cypriots insisted on their 


approach in New York. 


Taking this resolution into consideration, Vasiliou 
claimed that a legal state exists in Cyprus, that they 
represent the legal government of this state, and that the 
Turkish Cypnots can be described as a “community” 
with n this state which does not have the nght to 
self-determination. If this claim were valid, then the UN 
secretary general should have informed the UN Security 
Council that the powers vested in him by Resolution 367 
after the agreement | reached with Archbishop Makanos 
in 1977 on the establishment of a federation does not 
include the question of federation, and he should have 
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asked the council to broaden his powers in such a way as 
to include the concept of federation. This is because no 
federation can be established between a community in 
Cyprus which does not have a nght to self-determination 
and a party which claims that it is the state and the legal 
government of the entire island. 


it ts because cf this Greek Cypriot claim that no result 
has so far been achieved where the establishment of a 
federation is concerned. 

Through our declaration of intent, we wished to stress 
that this approach would not and could not produce any 
result and to urge the Greek Cypriot side to adopt an 
approach which would lead to results. Mr. Vasiliou tned 
to force us to negotiate within the known framework of 
the Greek Cypriot position. [passage omitted] 

We understood during our private meeting with the UN 
secretary that UN Security Council Resolution 
367 empowered him to mediate between the two com- 
munities of a state which continued to exist. We also 
understood that the nght to self-determination, which is 
essential for the establishment of a federation, should 
not be brought up. 


However, the UN secretary general pointed out for the 
first tume that neither a minority nor a majority cxists in 
(Cyprus, that the 1960 Constitution does not apply to all 
of Cyprus anymore, and that a federation cannot be 
established by amending the 1960 Constitution, as 
claimed by Mr. Vasiliou. 


It was impossible for us to agree with the UN secretary 
general's view regarding his authority. That is what 
encouraged Vasiliou. Had the UN secretary general's 
interpretation of UN Security Council Resolution 367 
been right, he would have asked for new powers for the 
commencement of the talks on the question of federation 
two years after the resolution was adopted. [passage 
omitted] 


In view of all this, the talks broke down at this stage not 
because we put forward unacceptable proposals, but 
because the mutual right to self-determination, which 1s 
the basis of the federation to be set up, was not included 
within the framework of a document; that is, Resolution 
367, dated 1975. 


The Greek Cypriots attended the meeting in New York 
to break up the negotiations and push the matter into 
another direction. They particularly sought to disgrace 
me in the eyes of the world as a person who abandoned 
the talks and does not wish to reach a reconciliation. 


[passage omitted] 


The Greek Cypriots have failed to push us into a corner 
to try to drag us into an unauthentic negotiating process 
on constitutional matters, in which we would not be able 
to discuss our nght to self-determination. 


The Greek Cypriots, who attended the talks in New York 
saying that the “Turkish Cypriots are a minority com- 
munity,” is now turning back after the UN General 
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Secretariat has stressed the fact that the question of 


be established, then this will only be possible through the 
drawing up of a new constitution, ali provisions and 
stages of which will be separately approved by the two 
equal sides, and that, as far as the Turkish Cypriots are 
concerned, it 1s impossible to regard as valid a constitu- 

which was described by Archbishop Makarnos as 


Paper Want ‘Impartial’ Report 
NC0603095 190 Nicosia HALKIN SES] in Turkish 
4 Mar 90 pp 1, 2 


{Editorial by Peker Turgud: “What is Expected From 
Perez de Cuellar Is a Responsible and Impartial 


, ended in failure on 2 March. A point that 
should be carefully considered before the reasons for the 
failure of the New York talks are outlined relates to the 
expectation that UN Secretary General Perez de Cuellar 
should maintain a responsible and impartial approach. 


The last paragraph of the statement made by the press 
spokesman of the UN General Secretariat on 2 March 
said that Perez de Cucilar will submit a report on the 
situation to the UN Security Council and ask for new 
instructions. Furthermore, it said that Perez de Cuellar 
asked the two leaders to avoid making statements that 
might further complicate the situation, and that both 
Denktas and Vasiliou complied with the request. The 
UN secretary general, who received assurances from the 
two leaders in that regard, should be equally careful and 
demonstrate a scrious stance of responsibility and 
impartiality in his report to the UN Securnty Council 


In general, Perez de Cuellar has been observed to main- 
tain an approach based on goodwill until now. However, 
some members of the UN Secretariat, particularly 
Gustav Feissel, who came forward with a “thing” [sey] in 
July 1989 and tned to describe it as a “document,” have 
not inspired confidence in the Turkish Cypriot people. 


We fear the possibility that Feissel may influence the UN 
secretary general's report to the UN Security Council in 
a way which will be against the Turkish Cypriot people. 
Remarks he has made during talks since 26 February 
with the diplomats of third party countries concerned 
with the Cyprus problem have increased our anxiety in 
that regard 








Ledra Palace Hotel to be conveyed to the UN secretary 
general. 


The memorandum expressed full support for President 
Rauf Denktas, who is defending the rights of the Turkish 
Cypriot people. It also said that Greek Cypriot leader 
Yeoryios Vasiliou continues to deny the basic nights of 
the Turkish Cypriots and refuses to accept the existence 
of two peoples and the right of the Turkish Cypriots to 
Greek Cypriot leaders oppose an effective guarantee by 
Turkey and insist that Greek Cypriots return to live 
among the Turkish Cypriots. It said: “No partnership 
state can be established with such a leadership, which 
denies our right to self-<determination and the fact that 
we are a different community from the Greek Cypriots.” 


The memorandum noted that an agreement can only be 
reached on the basis of the equality of two different 
peoples in Cyprus. It drew attention to Vasiliou's effort 
to revive the 1960 Constitution, which was killed by the 
Greek Cypriots in 1963. 


Denktas Comments on Bulent Ecevit Proposal 


7A0603 180490 Ankara Domestic Service in Turkish 
1700 GMT 6 Mar 90 


[Text] Rauf Denktas, president of the Turkish Republic 
of Northern Cyprus [TRNC], has said that the proposal 
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Denktas said: 


the middle of Europe. Even Vasiliou accepts the fact that 
had it not been for Turkey and for Turkey's guarantees, 
(%the Turkish Cypriots) would have been annihilated. 


Turkey has learned to live with these accusations, 
because it is defending a cause and is aware of it. We are 
thankful. 


It is reasonable and logical to cooperate with Turkey in 
our foreign contacts—a place where we are prevented 
from acting. Within this cooperation, all Turkish embas- 
sies would also carry out the affairs of the TRNC. In this 
way, we would be allowed into the world. This is a 
necessity in the face of the situation created against our 
interests. I believe that such an agreement can be made 
and would be beneficial. [end recording] 


Rauf Denktas pointed out that the TRNC could not 
continue to exist without Turkey's military support. 
Also, he stressed, the Greek Cypriots are talking about 
spreading their sovereignty to the north. Therefore, this 
proposal is a positive approach that must really be 
considered. 


Denktas also said that he emerged stronger from the New 
York talks and is now able to defend the cause more 
powerfully. He stressed that the two peopie can establish 
a federation within the framework of their rights of 
self-determination. There is no other solution, he said. 


Denktas announced that he is considering holding carly 
presidential elections. 
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Consultations With USSR on Arms Reduction 


7TA0603172090 Ankara ANATOLIA in English 
1605 GMT 6 Mar 90 


{Text} Moscow (A.A.}—Delegations from Turkey and 
the Soviet Union held consultative talks here on Tuesday 
[6 March] to exchange views concerning continuing 
international negotiations on the reduction of conven- 
tional forces in Europe (CFE). 


NATO [word indistinct] member states are discussing in 
Vienna, Austria, the details of a CFE agreement which 
would restrict the conventional forces deployed between 
the Atlantic Ocean and the Ural Mountains in the Soviet 
Union. 


Omur Orhn, the director general of the Foreign Minis- 
try’s Joint Security Affairs Directorate, who led the 
Turkish delegation in Moscow, told A.A. that the 
Turkish side was pleased with the nature of the talks with 
the Soviets. 


He declined to comment on details. 


Protest Sent to Bulgaria for Fishing Boat Attack 
TA0603 174290 Ankara ANATOLIA in English 
1558 GMT 6 Mar 90 


[Text] Ankara (A.A.}-Turkey on Tuesday [6 March] 
protested to Bulgaria over a Bulgarian Coast Guard 
attack on a Turkish fishing boat in the Black Sea two 


days ago. 


A Bulgarian Coast Guard vessel had fired on a Turkish 
fishing boat in international waters some | 3 miles off the 
Turkish coastal town of Igneada, wounding a trawierman 
in the leg. 


A protest note was submitted today to the Bulgarian 
Embassy's undersecretary who was summoned to the 
Foreign Ministry, officials said. 


Buigaria has claimed that the fishing boat violated 
Bulgarian territorial waters. 


HURRIYET Administrator, Driver Gunned Down 


7TA0703112690 Ankara Domestic Service in Turkish 
1100 GMT 7 Mar 90 


[Excerpts] Cetin Esnec, a columnist and administrator of 
the independent Istanbul daily HURRIYET, was killed 
by two gunmen in front of his house in Suadiye today. 
Emec’s driver Sinan Ercan was also killed during the 
incident. [passage omitted] 


Secunty forces have begun a large operation in the region 
to apprehend the perpetrators. [passage omitted] 
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Government Denounces Killing 


TA0703115490 Ankara Domestic Service in Turkish 
1100 GMT 7 Mar 90 


[Excerpts] The killing of HURRIYET columnist Cetin 
Emec in an armed attack by two gunmen has prompted 
countrywide reaction. President Turgut Ozal, Pnme 
Minister Yildirim Akbulut, political party leaders, and 
various associations of journalists have qualified the 
incident as an action perpetrated 2gainst the democratic 
system in Turkey and denounced it strongly. [passage 
omitted] 


In a written statement, Mehmet Yazar, state minister 
and government spokesman, said: Those who believe 
that they can use terrorism to their advantage will fail 
now as in the past no matter what. The perpetrators of 
this crime will be brought before Turkish justice and will 
pay dearly for their deeds. [passage omitted] 


Accord Ratified With Tunisia on Sea Transport 


7TA0603 190590 Ankara ANATOLIA in English 
1625 GMT 6 Mar 90 


{Text} Ankara (A.A.}—The Turkish and Tunisian trans- 
port ministers here on Tuesday [6 March] exchanged 
documents of ratification concerning an agreement 
signed in 1989 on mutual cooperation in maritime 
transport. 


Tunisian Transport Minister Ahmed Smaoui is in 
Turkey for an official visit as the guest of his Turkish 
counterpart Cengiz Tuncer. 


Tuncer and Smaoui told reporters after a meeting that 
the two countnes were exploring ways to cooperate and 
exchange information in the fields of sea and air trans- 
port and the construction of railways and subways. 


Smaoui also announced that the purchase of sea-going 
vessels from Turkey would be a major theme of his talks 
in Ankara. 


The Tunisian minister will also visit Eskisechir, Ada- 
pazari and Istanbul during his stay in Turkey. 


Assembly Approves Extension of State of Emergency 


TA0603192290 Ankara Domestic Service in Turkish 
1700 GMT 6 Mar 90 


[Excerpt] The Turkish Grand National Assembly has 
approved ‘he extension of the state of emergency in cight 
provinces by another 4 months as of 19 March. 


The Assembly debated and approved a prime ministerial 
letter recommending the extension in Bingol, Diyarba- 
kir, Elazig, Hakkori, Mardin, Siirt, Tunceli, and Van. 


Discussing the situation on the state of emergency 
region, Interior Minister Abdulkadir Aksu said that 
terrorist elements received severe blows in operations 
conducted with the support of the citizens. It is being 
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observed, he said, that the armed terrorist groups, which 
are supported from outside, intend to reorganize their 
cadres, which seem to be dispersing, in a final effort to 
continue with their activities. [passage omitted] 


‘Sabotage’ Suspected in Moscow Circus Fire 
TA0603 181690 Ankara Domestic Service in Turkish 
1700 GMT 6 Mar 90 


[Text] There was a fire in Istanbul today in one of the 
Moscow State Circus tents that housed animals. Fifteen 
of the 35 animals of the Circus were killed, five were 
injured. 

The fire began at 1630. Despite the efforts of the Beyoglu 
Fire Brigade, it spread. because the tent was made of 
plastic. Fifteen horses, dogs, and llamas were killed. Five 
animals in the same tent were injured. 


Officials are saying that they suspect sabotage because 
the fire began at the top of the tent. 


The bears, monkeys, and kangaroos survived the fire 
because they were in another tent. 


The Moscow Circus has been performing in Istanbul 
since | March. 


* Concern Expressed Over Interest, Exchange Rate 
QOES0297A Istanbul TERCUMAN in Turkish 
2 Dec 89 p 7 


[Text] Despite the optimism of Rusdu Saracoglu, Cen- 
tral Bank governor, economic circles are worned about 
the adverse economic developments that may occur in 
1990 as a result of the government's currency and 
interest rate policies. 


“Problems of Structural Transformation in the Financial 
Sector in the 1990's” was the topic of a panel discussion 
organized by the Association of the Alumni of the 
Istanbul University School of Economics. The panelists 
included Saracoglu, Central Bank governor, Mehmet 
Sukru Tekbas, president of the SPK [Capital Market 
Council]; Professor Selcuk Abac; Ismail Emen, director 
general of Manufacturers Hanover, and Halit Soydan, 
director general of Egebank. 


In his opening speech at the Sheraton Hotel yesterday, 
Saracoglu stated that the Central Bank has not inter- 
vened in the markets since October 1988, and that 
increases in foreign currency prices have remained below 
the inflation rate because of that nation’s large foreign 
currency reserves. Stating that the Central Bani created 
4.633 trillion Turkish lira in the first 9 months of this 
year, Saracoglu said: “Of that amount, 4.452 trillion 
were created to purchase foreign currency. The 
remaining 181 billion Turkish lira were for domestic 
consumption. In other words, virtually the whole of this 
amount was created to buy foreign currency. We must be 
happy for that.” Stating that the “strong performance” 
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observed in the balance of payments in 1988 was sus- 
tained in 1989 and that « will continue next year, 


Saracoglu said: 


“We have a net foreign currency reserve of $4.5 billion. 
The Central Bank and the Treasury have foreign debt 
and interest obligations of $4 billion per year. In cther 
words, we have $500 million left after we make these 
payments. | cannot say what foreign currency prices will 
be next year, but we have positive foreign currency 
reserves because of our balance of payments status. The 
present currency exchange policy will continue next 
year.” 


Deposit, Credit Interest Rates 


Noting that interest rates on one-year time deposits rose 
to 85 percent after interest rates were freed in October of 
last year, Saracog)u said that the Central Bank was forced 
to intervene at that point. Describing the banks’ rush to 
raise interest rates to 85 percent as a “wrong move,” 
Saracoglu said: “The banks are paying for that mistake 
this year. The year 1989 was a bad year in terms of 
profitability for the banks. But now the Central Bank's 
intervention in the market has been reduced to a muin- 
imum. The banks set their interest rates freely. However, 
there 1s a large discrepancy between interest rates on 
credit and deposits. This is causing problems. The banks’ 
reserve and liquidity requirements are high. As a result, 
the banks have only a limited amount of funds they can 
lend. We will reduce these requirements steadily and cut 
the cost of credit. We are also contemplating cutting 
other taxes and duties which affect credit interest rates. 
lt may be necessary to cut the interest rates on deposiis, 
but that rate must not fall below the inflation rate.” 
Stating that the financial sector has remained unproduc- 
tive in comparison to the volume of forcign trade, 
Saracog)u said that efforts to cut credit interest rates are 
aimed at expanding the financial sector. 


The moderator of the discussion, Professor Abac, said 
that deposits have only doubled—that 1s, they increased 
by 3 trillion Turkish lira—in real terms in the last eight 
years, that nepative real interest rates have had an 
adverse effect on deposits, and that deposits actually 
declined in 1983, 1987, and 1988 when the real interest 
rate was negative. Stating that this indicates the absence 
of a stable real interest rate policy, Abac said: “Instabil- 
ity has inhibited the growth of deposits and has contnb- 
uted to the rise of inflation. The high rate of inflation 
anc stagnation that has dominated the economy in 1989 
underscores the importance of the interest rate policy 
that will be implemented in 1990. Negative real interest 
rates in 1990 will fan the inflation rate. The money 
emission rate doubled in 1989. Bringing the emission 
rate under control and ensuring positive real interest 
rates in 1990 are essential to cutting the inflation rate.” 


Responding to Saracoglu's critical remarks with regard 
to interest rates rising to 85 percent, Halit Soydan said: 


“Interest rates on deposits were 85 percent mm October, 
but the inflation rate was 87.5 percent that same month. 
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If you consider that 10 percent of the interest paid is 
withheld im taxes, if 1s casy to see that even then the real 
interest rate on Geposits was negative. We are told that in 
setiing imierest rates one must look at the neat 12 
months. That ts truc, but inflation could not be con- 
trolied even during that penod. The inflation rate is 70 
percent, but foreign currency prices are msing by 10 to 26 
percent. The emurssion rate has doubled. There ts plenty 
of Turkish currency and foreign currency is cheap, but 
there ts no demand for foreign currency. Won't our 

export competitiveness suffer if foreign currency prices 
do not mse as fast as the inflation rate? The export target 
for 1990 is $13 billion and the import target is $18 
billion. Will there not be imbalances if actual exports 
turn out to be $! billion less than what is projected and 
the foreign currency exchange rate differs from projected 
rates by 1.000 Turkish lira? The Central Bank has 
managed 10 maintain its forcign currency balance this 
year, but we saw what happened in the past. Won't these 
balances be upset if there is a shift from Turkish to 
foreign currency’? This must be taken into account.” 


* Tigre! on ‘Opportunities’ To Cut Inflation 
QES0336A Istanbul DUNYA in Turkish 
18 Dec 89 p 2 


[Text] Konya—Ah Tigrel, DPT [State Planning Organi- 
zation) undersecretary, has said that, in light of the latest 
developments, there are “major opportunities” to 
improve the nation’s performance on inflation which ts 
Turkey’ s leading macroeconomic problem. Tigre! stated: 

“Lf these opportunities are properly exploited with coor- 
dinated and balanced policies, | am hopeful that 1990 
will be a better year.” 


In a speech at a panel discussion entitled “Assessment of 
Turkey's Economy in 1989,” organized by the Konya 
Chamber of Commerce, Tigrel reviewed the develop- 
ments of 1989 and spoke about expectations for 1990. 


Noting that the nation’s economic growth rate declined 
to 3.4 percent im 1988 as a result of policies designed to 
slow domestic demand with the aim of reducing infla- 
tionary pressures, Tigre! said that this slowing pattern 
continued through the first half of 1989. Stating that the 
decline in the growth rate has been partly caused by the 
drought im the agricultural sector and the policies that 
have been implemented in the industrial sector, Tigre! 
sad: 
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“However, the latest data we have mmdaicates that the 
Stagnation in manufacturing, particularly in the private 
sector, 1s coming to an end. Output im the private 

sector increased significantly un the third 
quarter [of 1989], indicating a definite revitalization. 
The revitalization that has begun in forcign and 
domestic demand for industnal production 1s expected 
to have a positive umpact on the private sector's invest- 
ment decisions in the coming days.” 


Referring to inflation, Tigre! said that the public sector 
deficits which have played a major role in price hikes are 
being stcadily reduced by controlling public cxpendi- 
tures and increasing public revenues. 


Tigrel said that the foreign trade deficut for 1989 is 
expected to reach $4 billion in FOB [free on board] 
terms, and that $950 million of that 1s attributable to 
gold imports. Stating that worker remittances and 
tourism revenues improved in 1989. and that the invis- 
ible revenues account rose by $1.4 billion as compared to 
1988, Tigre! saad: “As 2 result of these developments, the 
current account surplus is expected to exceed $700 
million this year. We expect this surplus to rise to $900 
million in 1990." 


isin Celebi 


Minister of State isin Celebi said in his speech that the 
Konya Plain Irrigation Project has been included in the 
1990 investment program and thal grain production in 
the region will double or triple when the said project is 
completed. Cesebi said: “When the Konya Plain is irn- 
gated it will assume a major role in agricultural exports.” 


Professor Orhan Morgil, the deputy undersecretary of 
the Ministry of Finance and Customs, spoke about the 
draft 1990 budget and said: “The budget has been 
prepared with an cye to offering better service to our 
people and distributing the national income equitably ~ 


Ali Ceskun 


Ali Coskun, the president of the Executive Council of the 
Turkish Union of Chambers and Stock Exchanges, 
stated that inflation remains a major problem for the 
economy and that the economy has suffered deeply from 
it. Coskun added: “The revitalization of the spirit of free 
enterprise depends on how much the private sector is 
supported at the investment and production levels.” 
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